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THE BANKER 


A Banker’s Diary 





Mid-December—Mid-January 


THE four weeks under review included the turn of the year, 
with its consequent period of disturbance to the London 
money market. It was generally expected 
that on December 31 the banks would call 
more heavily than usual, and so during the 
last fortnight of December a very large 
number of short bills were taken to the Bank for discount, 
while, in addition, the Bank bought some Treasury bills 
on its own account. Borrowing at the Bank began on 
Christmas Eve, and continued until the end of the year. 
The result was that during all this time, money was 
artificially easy and rates on short loans entirely 
unrepresentative at a nominal 3 per cent. Money into 
the New Year commanded 5} per cent., but the only 
significance in that rate was that it was } per cent. below 
the rate at which the Bank of England was prepared to 
lend, and so was just attractive enough to be effective. 
The Bank of England’s position was equally anomalous. 
The usual heavy Christmas demaiads for currency depleted 
its reserve at the same time as it was meeting the year-end 
requirements of the market. The result was that during 
December the banking department’s proportion fell 
from 31? to 228 per cent. 


WHEN the end of the year was reached, it became 
apparent that the market had over-estimated the extent 
of the stringency, and so had carried its 

bi = preparations to excess. Moreover, it 
= happened that on the last Friday of the 
year the banks and market failed to secure 

their usual quota of the week’s Treasury bill issue, as 
they were outbid by a special buyer. Also at the last 
moment the banks displayed a certain readiness to buy 
bills and even to lend money into January. The result 
was a last-minute relaxation, with the result that the 
latest comers to the Bank on December 31 only had to 
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borrow for eight days. Following the turn of the year 
money was again absurdly easy for so long as the Bank 
was being repaid, but once the market got out of the 
Bank and more normal conditions prevailed, money was 
quoted at 3? per cent. Later in the month, the tax 
collection, motor licence payments and the final call on the 
new Conversion Loan took some money off the market, 
and the rate rose to 4 per cent. and at times higher. 


THE discount market was in an extremely anomalous 
condition during January. Immediately before Christmas, 
three months’ bills were quoted at 4? per 
The cent., a rate which was well up to the 
Pg mon + 5 per cent. Bank rate, but this rate only 
Rates  pplied to bills for immediate delivery, 
and for those to be delivered in January 
the Indian banks were quoting as low as 43 per cent. 
By the end of the year it had become apparent that this 
lower rate was to represent the true state of the 
market, for discount rates on three months’ bills fell 
to 4;5; per cent. Nor was this the end of the movement. 
Helped by Conversion Loan payments and in pursuance 
of Mr. Snowden’s declared policy, the outstanding 
volume of Treasury bills fell between December 14 and 
January 18 from {805,000,000 to £758,000,000. This 
corresponds to a reduction of £47,000,000 in what has 
become the discount market’s chief source of supply, while 
active trade and falling commodity prices means that there 
has been no balancing increase in the volume of commercial 
bills. Add to this the presence of a keen Continental 
demand for bills to replace maturities, and the fall in the 
three months’ rate to just under 4 per cent., which 
occurred during the first three weeks of January, is 
easily understood. 


Bank rate at 5 per cent., market rate at just under 4 per 
cent., and weekly fixtures, which provide the market with 
the bulk of its resources, at 4 per cent., 

The Bank represented a wholly anomalous situation. 
+ ale The market had no margin between loan 
rates and discount rates out of which to pay 

its expenses, and a spread of over a point between Bank 
rate and market rate meant that the Bank had for the 
moment surrendered control over the market. 
o 
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At the time it looked as if the Bank were content to 
wait until tax collection reduced the supply of money to 
more easily controlled proportions, while the Bank’s 
failure to reduce its rate was probably due to adverse 
foreign exchange movements, a point which the market in 
its natural eagerness for a reduction apparently over- 
looked. The Bank, too, is no longer bidding for the 
market gold at more than the buying price. This, too, 
suggests that the Bank is anxious that gold should be 
allowed to move in its natural channels. 


FOREIGN exchange movements have been variable. The 
main development was an improvement in the dollar 
, from $4-88,8; to $4-87}3. This movement 
oe. is supposed to have been one cause of the 
absence of any Bank rate reduction, but 
there seems to be no ground for allowing it to arouse 
much apprehension. Indeed, it may mean nothing more 
than that one of the debtor Governments took the 
opportunity when dollars were cheap to prepare for its 
next payment to America; or it may reflect the maturity 
of autumn bills drawn against the shipment of produce, 
such as cotton or grain, or even some European buying 
of high-grade but cheap American stocks. The franc 
remained on either side of the lower gold point of approxi- 
mately Fr. 123-90, and Paris continued to take gold. 
Apparently few Paris bills yet exist, so that the Banque 
de France’s recent decision to make short loans against 
approved bills has not had much practical effect in 
easing the Paris market and relieving French banks 
from their need of regarding their foreign balances as 
a forward line of defence. The Berlin rate was erratic, 
rising at one time to over par, and falling later to near 
the lower gold point of Mk. 20°36. Dutch florins 
improved slightly, while, at Christmas, demands for 
francs in connection with the winter sports brought 
about a sharp but temporary improvement in the 
Swiss rate. Pesetas depreciated at one time to over 40 
to the pound, and even the news of the impending gold 
shipments only caused a partial recovery. Following 
the suspension of gold shipments the Buenos Aires rate 
fell to 45d., and has since only recovered fractionally. 
Most South American currencies have been weak. 
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THE stock markets were dull last month, apart from a 
short-lived period of New Year optimism, and an equally 
brief spell of Paris buying which tem- 

The Stock porarily restored to the South African 
Exchange mining market a semblance of its tradi- 
tional activity. Both movements were 

terminated by profit-taking, and markets relapsed into a 
lethargic condition, signalized by a gradual decline in 
business, sagging quotations and a complete absence of 
public interest. The Stock Exchange, indeed, is passing 
through a period of inertia and hesitation which has been 
the inevitable sequel to every slump since organized 
dealings first began. Considerable accumulations of 
investment resources are known to exist, but those who 
control them are exacting in their requirements. Thus, 
while British Government stocks are firm, and new 
capital issues of trustee status are readily subscribed, 
the sustained volume of demand essential to any wide- 
spread recovery in values is not yet in evidence. Some- 
thing has been done, however, to clear the way for a 
future revival. The postponed settlement in the “ Hatry ” 
group of stocks—dealings in which were suspended last 
September—has been definitely fixed for February 13 
next. This decision, which removes a heavy weight of 
uncertainty from the market, has been made possible 
by the unanimous acceptance of a scheme, proposed by 
four unofficial and disinterested members of the ““ House,”’ 
which safeguards the public against loss, obviates the 
danger of a damaging series of Stock Exchange failures, 
and, it is hoped, avoids the necessity for expensive 
litigation. The next few weeks may see a firm market 
for high-grade investment stocks, but, gratifying as has 
been the progress recently made towards the liquida- 
tion of the unsound position left by last year’s events, a 
recrudescence of activity in the more speculative markets 
should not be regarded as an early contingency—certainly 
not before the Budget for 1930-31 is safely out of the way. 


AFTER a severe falling off in 1928, the gross receipts of 
the four British railway groups showed welcome evidence 
of recovery last year. A loss of 2? per cent. 

Home in gross passenger revenue was more than 


caved td offset by increased receipts from coal traffic, 


a reflection mainly of the increased activity 


Oo2 
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of coal exports from North-East Coast and South Wales 
ports. The London and North-Eastern Railway and the 
Great Western Railway naturally benefited most, the 
gross takings of the former showing a rise of £1,355,000, 
and of the latter of £635,000 last year, as compared with 
1928. The London, Midland and Scottish Railway, 
however, suffered from continued depression in Lan- 
cashire and the vulnerability of its high-grade goods 
traffic to road competition, its gross receipts showing a 
drop of £616,000. The revenue of the Southern Railway 
was £84,000 less than in 1928, restrictions on the entry 
of passengers into France, under temporary “ health ” 
regulations in the early summer, having affected the 
takings on its predominantly passenger-carrying system. 
All the railways are known to have effected fresh 
savings during 1929 under the heads of labour costs, 
fuel, and general administration, and wet receipts are 
expected to show an appreciable increase in every case. 
Under their new Parliamentary powers the railways have 
acquired interests in a network of road transport services 
covering England and Southern Scotland, and the 
results of this policy should be increasingly evident in 
the future. Two, if not three, of the railways should now 
be in sight of their ‘“ Standard Revenue” under the 
Railways Act of I921, and prospects for stockholders 
are brighter than for some time past. 


THE intervention of the British Government in support 
of the market for any group of stocks is, to 

Position of say the least, unusual, but holders of Indian 
India Stocks Government Sterling Loans have, never- 
theless, good reason to be grateful to 

Mr. Wedgwood Benn, the Secretary of State for India, for 
his clear declaration regarding the security behind their 
stock. The Indian Nationalist Congress at Lahore, early 
in January, followed up a resolution in favour of complete 
independence by declaring that a “ free’’ India might, 
after due scrutiny, repudiate certain of its inherited 
external obligations. Mr. Benn’s reply is, briefly, that 
the British Government does not intend to place any 
Indian administration in a position to put such a threat 
into practice, and that whatever future constitution be 
set up, it is inconceivable that statutory powers will not 
be taken to ensure the entire fulfilment of India’s con- 
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tractual relations with the investor. This statement has 
produced a sharp recovery in the prices of India stocks, 
but investors, while refusing to be led astray by 
alarmist views, would be well advised frankly to face a 
significant fact which has, possibly, been sometimes 
overlooked in the past. Though India Government loans 
appear in the Stock Exchange Official List under the 
heading “ British Funds, etc.,’’ they are an obligation 
not of the British, but of the Indian Government, the 
British Treasury having no direct responsibility for the 
payment of principal or interest. Without anticipating 
the findings of the Simon Commission, holders should 
accustom themselves to a mental comparison of the 
investment value of these securities with those of the 
great self-governing British Dominions, such as Canada 
or South Africa, which, like India, have sound traditions 
of conservative financial administration, though their 
stocks are not on precisely the same investment level as 
those of the British Government. 


THE return issued by the Bankers’ Clearing House 
covering the year 1929 contains several surprises. In 
, view of the decline in activity on the 

aa Stock Exchange and the virtual cessation 
4 1999" of new issues during the concluding half 

of the year, it would have been antici- 

pated that town clearings would have fallen appreciably 
below the 1928 level. Yet, although the clearing house 
admits that clearances on Stock Exchange settling 
days were only {11,308,000, or a mere 0-2 per cent. 
greater than in 1928, while clearances in respect of 
new issues have fallen by £84,000,000, or 22-8 per cent., 
nevertheless activity in the short-loan market has raised 
the total of town clearings from £39,311,117,000 for 
1928 to a new high record of £39,935,924,000 for 1929. 
Metropolitan clearings have risen from {1,854,190,000 
to £1,881,989,000, or by 1-4 per cent., but the figures 
for clearances outside the London area are extremely 
contradictory. Country clearings through the London 
clearing house have risen from {£3,039,422,000 to 
£3,078,764,000, but lest the reader might be encouraged 
to deduce from this that there had been an expansion 
in trade, the concluding page of the return reveals 
that the aggregate clearings in the eleven provincial 








174 THE BANKER 


centres have fallen from £1,673,444,000 to £1,599,213,000 
—that is, by £74,231,000, or by 4:4 per cent. In only 
three centres—namely, Leeds, Newcastle and Sheffield— 
were increases recorded, while in Bradford the decrease 
was as much as 13:3 per cent. 


THE returns for the first nine months of the current 
financial year are far from reassuring, and they suggest 
not only that Mr. Churchill’s final budget 

Nine Months’ was framed in a spirit of excessive optimism, 
Revenue but also that Mr. Snowden has less than 
no margin in hand out of which to meet 

the fresh expenditure to which his colleagues have been 
busy committing him. Excluding the self-balancing 
Post Office and Road Fund accounts, revenue for the first 
nine months of 1929-30 is £18,086,287 less than for the 
corresponding portion of the previous year, whereas Mr. 
Churchill budgeted for a decline during the whole year 
of only £12,044,000 and for an increase in tax revenue 
alone of £{2,722,000. The final and most fruitful quarter 
of the year has yet to come, but even so it seems more 
than doubtful if the leeway will be recovered. For the 
financial year to date total tax revenue has fallen as 
against last year by £10,231,000, excise shows a decline 
of £5,335,000, estate duties one of £1,660,000, and stamps 
one of £3,180,000. The shrinkage in excise receipts 
cannot at present be accounted for, but the decline in 
estate duties is no more than a natural reaction from the 
windfalls of recent years, while the fall in receipts from 
stamps is the inevitable consequence of the reaction on 
the Stock Exchange. It is only right to add that events 
had given Mr. Churchill and his advisers full warning of 
this reaction at the time he introduced his budget. If 
revenue is unsatisfactory, the course of expenditure 
is equally disappointing, for consolidated fund services, 
in respect of which Mr. Churchill had optimistically 
anticipated a reduction of £7,000,000 for the whole year, 
so far show an increase of £2,200,000. This again should 
have been foreseen, as the first increase in Bank rate— 
and so in the cost of the service of the floating debt— 
occurred before the budget was introduced. The net 
result is that Mr. Snowden will be lucky if he is able to 
cover this year the statutory sinking funds. It is easy 
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to understand the growing feeling against fresh commit- 
ments at the taxpayers’ expense, and to appreciate why 
it is that business circles are already displaying some 
fear that the burden of taxation—already excessive— 
may next year be increased. 


Imports for the year 1929 amounted to {1,221,591,000, 
as against £1,195,598,000 in the previous year. Exports 
, Of British goods totalled £729,555,000, as 
The Year's against £723,579,000, while re-exports for 
Overseas ' 
Trade 1929 came to £109,742,000, as against 
£120,284,000. Thus, imports show an 
increase of 2-I per cent., exports have risen by the 
fractional amount of 0-8 per cent., while re-exports have 
fallen sharply by 8-8 per cent. In interpreting these 
changes, it must be remembered that the general price- 
level was nearly 6 per cent. lower in 1929 than in 1928, 
and when the necessary correction is made the 1929 
returns appear in a better light. This is confirmed by 
the estimates of the relative volume of our overseas 
trade in 1929 and in previous years made by the Board 
of Trade. To quote but three figures since 1928, 
retained imports of raw materials rose by 11} per cent., 
exports of raw materials (mainly coal) rose by 13 per 
cent., while those of manufactured goods increased by 
just over one per cent. Detailed figures show that coal 
exports for 1929 came to 60,267,000 tons as against 
50,052,000 tons in 1928. Iron and _ steel exports 
improved from 4,261,000 to 4,379,000 tons, while 
machinery exports for 1929 at 562,000 tons only just 
failed to come up to the very satisfactory figure of 
566,000 tons achieved in t928. As was to be expected, 
textiles were the weak spot. Exports of cotton yarn 
and cloth, of wool tops and woollen tissues, all failed to 
reach the level of 1928, and the improvements in worsted 
tissues and linen piece-goods did little to offset these 
declines. On the import side of the account, there is a 
general and satisfactory increase in our purchases of 
raw materials, the chief exception in a fairly long list 
being hides and skins. Taking the returns as a whole, 
they suggest that trade has made as much progress as 
could be expected in a somewhat disturbed year. 
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THE Hon. Rupert E. Beckett’s presidential address to 
the Manchester and District Bankers’ Institute, the 

major portion of which is reprinted in this 
Mr. Beckett issue of THE BANKER, enunciates very 


on Rational- 


ization Clearly the attitude of the representative 


banker towards the intricate problem of 
rationalization. Mr. Beckett is on very firm ground in 
reminding the country that to the banks rationalization 
means not only the writing-off of some existing loans but 
also the temporary provision of working capital to new 
rationalized combines. He also emphasized the fact that 
last year, at least, Br'tish banks had extended these loans 
almost to the limit of prudence, and he stated that the 
intrinsic character of British banking and the low ratio of 
banking capital to deposits rendered it difficult for the 
banks to participate directly in industry according to 
German and other foreign practice. Mr. Beckett made 
it clear that he sympathized to the full with the needs 
and difficulties of British industries, and his unqualified 
assertion that the prosperity of the banks was bound up 
not with ephemeral finance but with the legitimate 
development of industry was extremely timely and 
should remove much misconception. On the other hand, 
the needs of British industry are rapidly changing, and 
as we ourselves have occasion to say elsewhere it is the 
duty of British banking to keep pace. 


OF recent years the City has grown accustomed to 
having surprises inflicted upon it by the Bank of England, 
, but the latest action of the Bank’s is in 
oe many ways the most curious of all. To- 
“Trust Wards the end of January it was announced 
that United Dominions Trust, Ltd., an 

enterprise engaged in financing instalment purchases 
mainly of “ capital ’’ goods, had arranged with the Bank 
of England that the latter, acting through its subsidiary 
Securities Management Trust, should take up 250,000 
new ‘‘B” shares of {2 each. These new shares will, 
under normal circumstances, carry no voting rights, 
and the holders engage not to sell them without offering 
them first to the directors to be disposed of to the “ A ”’ 
shareholders. Such an arrangement is full of points 
for debate and even for criticism. As we point out on 
another page it would be pedantic to object to the Bank 
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of England’s taking the lead in bridging the existing gap 
between finance and industry, and the United Dominions 
Trust can claim that its main purpose of financing the 
purchase of electrical and engineering equipment and 
similar goods of a capital nature is identical with the 
Bank’s object. On the other hand, it seems a little 
invidious that the Bank should ally itself so closely with 
a particular concern, and a little dubious that it should 
consent to take a position in which it provides a large 
proportion of the capital with only a conditional voice 
in the way in which the company conducts its business. 
We would add two further points. Firstly, it is right 
that the Bank should take the lead in bringing finance 
and industry together, but it should do so in such a way 
that once the union is effective the Bank can extricate 
itself from its position as intermediary. The arrange- 
ment with United Dominions Trust hardly lends itself 
to an early withdrawal by the Bank at the latter’s sole 
discretion. Finally, the Trust’s method of financing its 
customers is to buy from the vendor bills drawn by him 
on the purchaser of the goods in question and to discount 
these bills, with its own endorsement, in the market. It 
will be interesting to know if in future these bills will be 
regarded with favour if taken for rediscount to the Bank. 


THE result of the Hatry trial was announced as THE 
BANKER was passing through the press, and so it is only 
The Hatr possible this month to place on record the 
wee Y facts, extended comment being reserved 

until the next issue. The four defendants 
were charged, inter alia, with the forgery of bearer scrip 
of trustee stocks, and using them to commit frauds 
amounting to £795,000. After the case for the prosecu- 
tion had been closed, all four withdrew their pleas of 
“not guilty’ on these counts and substituted pleas of 
“guilty.” All that remained, therefore, was for the 
Attorney-General, who led for the Crown, to sum up his 
case, and for counsel for the defence to address the court 
in mitigation of sentence. So far as Hatry himself was 
concerned, this was of no avail, for Mr. Justice Avory 
could find no extenuation of what he described as “ the 
most appalling frauds that have ever disfigured the com- 
mercial reputation of this country.” MHatry received the 
full statutory sentence of fourteen years’ penal servi- 
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tude. Daniels, whom the Judge described as having taken 
a leading part, received seven years. Over Dixon’s case 
the Judge felt some doubt, for while the prosecution were 
content to hold that he played a less prominent part, Mr. 
Justice Avory recounted that he actually gave the orders 
for the printing of the forged certificates. In the end he 
was given five years’ penal servitude. The fourth defen- 
dant, Tabor, had admittedly been only a subordinate, 
and the relatively lenient sentence of three years passed 
upon him marked the Court’s sense of that fact. 


THE Wall Street collapse and its reactions upon the New 
York call market and also upon business conditions in 
; the United States and Canada have im- 
— parted to this year’s Canadian bank balance 
em sheets more than their usual amount of in- 
terest. It will be recalled that the Bank of 

Montreal’s accounts, dated October 31, 1929, to which 
reference was made in the January BANKER, revealed a 
contraction of $23,000,000 in “call and short loans in 
Great Britain and the United States,’ as compared with 
the previous year, and it was natural to deduce that this 
shrinkage was a reflection of the Wall Street collapse. 
Since then, two other big Canadian banks, namely, the 
Royal Bank of Canada and the Canadian Bank of 
Commerce, have issued their balance sheets. These bear 
the date November 30, 1929, and are in direct con- 
tradiction to the Bank of Montreal’s results. Thus, 
the Royal Bank shows an increase of $22,000,000 in call 
loans outside Canada, and the Bank of Commerce a 
similar expansion of $26,000,000. This suggests that if 
the Canadian banks be regarded as a whole, the expansion 
in their call loans outside Canada during the closing ten 
months or so of the Wall Street boom more than equalled 
such contraction in this item as occurred in November as 
the result of the Wall Street collapse. It is, of course, 
difficult to write with any certainty, as “ outside Canada ”’ 
covers London as well as New York and in any case call 
loans by banks vary greatly almost from one day to the 
next and are governed by a whole host of influences. In 
general, both these banks record further progress, and the 
Royal Bank’s assets now for the first time in the history of 
Canadian banking are in excess of one billion dollars. 
The Bank of Commerce’s loans and discounts in Canada 
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rose during the year by nearly $30,000,000. It is clear 
that last year the banks kept pace with the progress made 
by the Dominion, but it remains to be seen how far the 
1930 accounts will reflect the set-back in business which 
was in evidence at the close of last year. 


THE conclusion of a new contract between the Portuguese 
Government and the Banco Nacional Ultramarino has 
rendered it advisable for the latter to 

westagnene transfer its London and Paris offices to 
Chonan new subsidiaries, called respectively the 

“ Anglo-Portuguese Colonial and Overseas 

Bank, Ltd.” and the ‘“ Banque Franco-Portugaise 
d’Outremer.”” The British company came into being 
and took over its duties at the New Year. The reason 
for the change is that the Banco Nacional Ultramarino 
is under the terms of the new contract entering into much 
closer relationships with the Portuguese Government. 
Thus the bank is increasing its capital by the immediate 
issue of Esc. 85,000,000 in shares of Esc. go, and 200,000 
of these new shares are being taken up by the Portuguese 
Government, while the Portuguese Colonies are also 
participating. The State is also to appoint two directors 
to the board of the bank and will also confirm the 
nomination of the governor and vice-governor. Finally 
the bank is to concentrate rather more on its functions as 
a bank of issue and less on its purely commercial banking 
functions than it has in the past. It is clear that these 
changes would render it difficult for the bank to continue 
operating offices in foreign centres and amenable to 
foreign laws, and the creation of subsidiaries to own and 
operate its London and Paris offices provides a solution 
to this difficulty without involving the bank in the 
sacrifice of valuable foreign connections. Control of 
the English subsidiary is fully maintained by the share- 
holding of the Banco Nacional Ultramarino and also by 
the fact that six directors of the parent bank joined the 
board of the English subsidiary at its inception. The 
management of the London office, however, will probably 
be carried out in practice under the supervision of the 
four English members of the board. These were 
appointed early in January, and are the Rt. Hon. Sir 
Samuel Hoare, M.P., the Rt. Hon. Thomas Wiles, Mr. 
F. G. Sale, and Mr. W. J. Woolrich. Sir Samuel Hoare, as 
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late Secretary for Air, is well known to the public; in the 
City he already holds one or two insurance directorates. 
Mr. Wiles has also sat in Parliament, though not since 
the war. He is a member of Lloyd’s and of the Baltic 
and has many connections with the grain trade. Mr. 
Sale is a director of the merchant banking firm bearing 
his name and also of the Khedivial Mail Steamship and 
Graving Dock Company. Finally, Mr. Woolrich has 
had much banking experience and by the time of his 
retirement a few years ago had established for himself 
a high reputation as a banker. This list is a strong one, 
so much so as to need no further comment. 


Mr. Thomas and the City 


QO January 10, Mr. J. H. Thomas made an 


important yet somewhat cryptic speech to the 
members of the Manchester Chamber of Commerce 
upon the attitude of the ‘“ City” towards industrial 
reorganization. Its importance was almost entirely 
due to the “ message ”’ therein contained which, although 
referred to as coming from the “City,” has been 
generally attributed to the Bank of England itself. 
In order to clarify its meaning, the message may be 
analysed into its essential parts. It may be resolved 
into four propositions: (1) That the City recognizes 
the need for the fundamental reorganization and modern- 
ization of our basic industries. (2) That one immediate 
obstacle to such reorganization is the exhausted credit 
and non-profit-earning condition of many undertakings 
in these industries. (3) That the City will consider 
large schemes of reorganization, conceived in proper 
relation to the needs of an industry as a whole, with the 
fullest sympathy and desire to co-operate for the purpose 
of providing the necessary finance. (4) That the policy 
of assisting large schemes of industrial reorganization 
does not imply unwillingness to give financial aid to 
individual undertakings which put forward proposals 
fitting in with the general plan. 
It is at once evident that the declaration of which 
Mr. Thomas was the mouthpiece brings the subject of 
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the part which the banks are to play in the rationalizing 
of our industries from the sphere of platonic discussion 
into the arena of practical politics. It has already given 
rise to a great deal of controversy, some of which 
indicates a very prevalent misunderstanding of the real 
nature of the objective as also of the methods by which 
it may be attained. As is only natural, when important 
departures from our traditional banking practice are 
suggested, the first result is to set up a reaction of 
which the strength is partly to be found in mere 
conservatism and inability to envisage a new situation, 
partly to uncertainty as to the precise nature of the 
proposals, and partly to a very proper appreciation of 
the real dangers and difficulties which have to be 
surmounted in the endeavour to push forward the 
reorganization of British industry. Before examining 
some of these doubts and objections it may be well very 
shortly to restate the objective. 

It is scarcely an exaggeration to say that we are 
in the throes of an industrial revolution. We are 
being called upon to adapt ourselves to circumstances 
which require radical changes in the organization of 
our great industries and in the marketing of their 
products. The necessity has arisen partly because of 
the distortion from a normal and healthy condition 
of industry caused by the war and the period of 
currency inflation. The distortion has occurred both 
internally and internationally, and one of the phases 
of readjustment is the restoration of equilibrium between 
world supply and demand. This involves the deter- 
mination of our own share in the world markets which 
will be less or more according to the measure of our 
comparative efficiency. We have thus to shed our 
surplus productive units and to bring the remainder 
to a new level of efficiency, already in many cases 
reached by our foreign rivals. It is, however, not 
merely a question of recovery from war-time distortion, 
or of refitting with the most modern equipment. A 
change is fast coming about in the nature of industrial 
organization which can be best described in general 
terms as involving a higher degree of integration of 
units. This integration is required to some extent as 
a means to obtain the economies of large scale produc- 
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tion, but also because the conduct of international 
trade is changing in method so as to leave the small 
independent unit at a very heavy disadvantage. With- 
out entering further into detail the position with which 
our basic industries are confronted is marked by three 
chief characteristics: the need for elimination; the 
need for re-equipment; and the need for a new 
integration. Since our economic prosperity very largely 
depends upon our ability to meet these needs quickly 
and thoroughly, it is justifiable to speak of our being 
faced with the task of instituting changes of a revolu- 
tionary order. Furthermore, while keeping clearly in 
mind the simple truth that in certain respects the 
problems of each industry are peculiar to itself and 
that the nature of the reconstruction will not be 
precisely similar in any two cases, yet in all of them 
it is essential to adopt the standpoint of the industry 
and its chief sections as a whole. Hence the refusal 
to allow that merely piecemeal action where the method 
is to treat each undertaking as an independent unit, 
for instance as matter between “ banker and customer,” 
will suffice. 

If we may assume agreement as to the broad lines 
along which our great industries have to be reformed, 
why, it may be asked, is it so urgent that the banks 
should leave the beaten track of their accustomed 
methods in order to play a new part? 

There are at least four outstanding reasons. First, the 
banks are already largely involved as interested parties 
in the financial position of the units to be rationalized. 
In deciding such matters as the elimination of surplus 
capacity, or the recapitalization and reorganization of 
units, they can exercise a powerful influence. Second, it is 
essential that in proceeding to elimination and reorganiza- 
tion, the position of an industry, or at least of a major 
section of it, should be treated as a whole. There should 
be co-operation between the banks in order to secure that 
their influence as creditors and as future financiers should 
be fully exerted in order to secure the effective rationaliza- 
tion of the industry, not merely the reconstruction of 
isolated units. Third, in order to bring about the 
agreement between a very large body of interests, many 
of them conflicting, as well as to overcome the inertia 
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which seems to possess many of those now in charge of 
industry, there is need of an effective force which the 
banks, acting in co-operation, could supply. Short of 
direct Government interference it is difficult to discover 
where else this force can be found. Fourth, in order 
that the very large capital sums which will be wanted 
for effective rationalization shall be forthcoming, some 
special measures are necessary. The plan for which the 
finance is needed must be approved. It cannot be formu- 
lated at all without the co-operation of the banks. The 
banks are in a very strong position for the purpose of 
recommending the appeal for funds which will eventually 
be made to the capital market. Without the combined 
influence of the banks acting in harmony upon an agreed 
plan there is a double probability of failure. There is the 
practical certainty that in many cases the funds required 
will not be obtainable at all, while there is the very strong 
probability that the financial resources that are provided 
without the existence of and reference to a common plan 
will be largely wasted, or at least invested in under- 
takings that are neither prudently capitalized nor 
effectively rationalized. 

Let us now turn to deal very briefly with some of the 
criticisms and objections that have been advanced 
against the proposal that the banks should co-operate 
in order to bring about the rationalization of our basic 
industries. There is, of course, one final and complete 
objection to which, if it cannot be refuted by the logic 
of events, there is no answer. It may be said that the 
spirit of old tradition and the force of present com- 
petition are together so strong that it will prove to be 
impossible to get what Mr. Thomas called the “ City ”’ 
to co-operate. As yet there is no need to suppose that 
failure must come from this cause. There have been 
definite signs that the Bank of England at least is 
thoroughly convinced of the need for rationalization, as 
also that the world of finance should take an active part 
in bringing it about. For the present we may repose our 
faith in that leadership. We may, therefore, pass to 
other and less serious objections. It has been said, for 
instance, that the banks have already lent up to the 
hilt and that further advances on a large scale are 
impossible. Whether this is true or not is, however, 
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beside the point. It is a good instance of ignoratio 
elenchi, for it is not suggested that the large capital for 
rationalization should be provided by bank advances. 
It will come from the capital market on the strength of 
the banks’ support. In the financial columns of some 
newspapers there have appeared solemn references to 
the importance of keeping bank funds liquid. We are 
sententiously told that the funds belong to the depositors. 
These critics have a great grasp on the obvious but no 
monopoly of discernment. Nothing in the policy that 
is here advocated endangers the liquidity of bank funds. 
On the contrary, as things now are, it would increase 
liquidity. It is not commonly understood that German 
banks, which are known to take a very direct part in 
determining the use of industrial capital, do not in the 
least endanger their own liquidity by so doing. If this 
were more widely known many common misapprehen- 
sions might be avoided. 

The objections that have been advanced against the 
active co-operation of the banks in rationalization are 
not all as ineffectual as the two that have been mentioned. 
There is at least the appearance of force in the argument 
that industry must rationalize itself because, if for no 
other reason, the banks are not equipped for the task. 
But here also the sting of the criticism is destroyed when 
it is understood that no one suggests that the banks 
should act in complete independence and over the heads 
of the industry to be reorganized. The industry, or 
selected leaders of an industry, must propound the plan. 
The industry must work it. But the banks can examine 
its financial aspects and can exert the pressure necessary 
to eliminate ill-advised features. Another suggestion 
that seems in some quarters to be regarded as alternative 
to the policy under discussion is that what industry 
really wants is a healthy crop of old-fashioned bank- 
ruptcies. There is much truth in this statement, and if 
there had been more recourse to bankruptcy in the past, 
the present state of surpius productive capacity might 
be less acute. But, apart from the fact that it is not 
always the most financially involved units that are 
technically inefficient, and ignoring the truth that 
bankruptcy is not synonymous with disappearance from 
the ranks of producers, it is a complete answer to this 
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objection to say that the elimination of surplus capacity 
is very far from being synonymous with rationalization. 
This is, indeed, one of the great dangers that have to 
be avoided. There is the evident temptation to sub- 
stitute schemes for rationing output and controlling 
prices for thorough reorganization and reduction of 
production costs. 

There are two other criticisms that must be shortly 
noticed. It is said that if the policy of getting the banks 
to co-operate in order to enforce rationalization were 
adopted there might be a danger of a financial dictator- 
ship. The danger is surely more imaginary than real. 
That at the present juncture there is a great need for 
the exercise of that force which is the only means for 
Overcoming inertia, vested interest, and conflict of 
opinion is undoubtedly true. But to see in the exercise 
of such over-ruling influence, used under conditions that 
are exceptional, the danger of permanent dictatorship is 
surely to overlook both the influence of traditional opinion 
and business method and the more important fact that 
once the industry in question is on its legs it will have 
the means to freedom sufficiently in its own hands. 
One final difficulty may here be mentioned. Though the 
Governor of the Bank of England has shown by the 
part he played in the foundation of the Lancashire 
Cotton Corporation and other agencies of rationalization 
that he is convinced of the urgent necessity for industrial 
rationalization, there has, so far, been little evidence 
that the joint-stock banks share his conviction. The 
contrast has led some people to fear that the Bank of 
England may act in isolation and even in competition 
with the joint-stock banks. This is represented as a 
departure from the proper rvé/e of a central bank. It 
should be very clearly stated that in the whole discussion 
of this subject the policy of the banks as an active 
rationalizing factor has been conceived as meaning action 
by all the financial interests in co-operation. The Bank 
of England could not act alone as much of the work of 
rationalization involves action which can only be taken 
by the joint-stock banks whose constitution is much 
more elastic than that of the central bank. Impartiality 
towards all banks and individual industries is the first 
principle of central banking as Mr. Norman clearly 
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indicated in his evidence before the Indian Currency 
Commission. But it is perfectly appropriate for the 
Bank to take the initiative in bringing the joint-stock 
banks and other financial houses into collaboration for 
the purpose of establishing an effective agency for 
rationalization. The City does not display a super- 
abundance of the quality of leadership and only a 
pedant could regard an initiative taken by the Bank 
of England in a matter of high financial policy as 
ultra vives. Is the function of regulating credit and 
directing monetary policy to be so narrowly conceived 
that it must exclude the performance of leadership 
towards industrial reconstruction upon which all the 
future credit of the country must ultimately depend? 
Is not such narrowness of view just an illustration of 
the lack of vision which very largely accounts for the 
long delay that has already occurred in bringing our 
industries into harmony with modern needs? When 
the real marks of a financial dictatorship begin to appear 
it will be time enough to tackle the evil. For the present, 
unnecessary fears may very well be set aside and the 
work of bringing our great productive enterprises to a 
state of health and prosperity pressed forward with all 
the determination and energy of which we are capable. 


British Banking Results 


N view of the financial history of the past year, British 
I banking results have been awaited with unusual 

interest. As explained in the previous issue of THE 
BANKER, it seemed unlikely that net profits would show 
much change, for increased earnings arising from the 
high money rates current during the year seemed likely 
to have been neutralized by the need for rnaking pro- 
vision for the depreciation in gilt-edged securities to 
which the banks in common with other investors were 
subject. There were also the questions of how far the 
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Hatry crisis would prove to have affected bank earnings 
or would call for special appropriations of a kind that 
would appear in the accounts. Finally, came the question 
of whether the gold losses of the year would prove to 
have affected bank cash and deposits, though as the 
year drew to its close and the gold losses were steadily 
regained, this question became less pressing than a few 
months earlier seemed likely to be the case. 

The first table shows net profits and appropriations for 
the year, the 1928 figures being included for purposes of 
comparison. With the exception of two of the Lan- 
cashire banks, net profits show a slight increase. Appar- 
ently higher money rates just outweighed the adverse 
factors. As was to be expected, no report makes definite 
mention of the Hatry crisis, but Mr. Goodenough took 
the shareholders of Barclays Bank into his confidence by 
stating that his bank’s losses might reach a maximum 
of £330,000, and that had it not been for this, the increase 
in profits would have been appreciable. Similarly, Mr. 
Beaumont Pease gave the shareholders of Lloyds Bank 
a maximum figure of £500,000 which he believed would 
be substantially reduced. This frankness was most 
salutary, for it showed how small these losses were in 
comparison with the bank’s earnings and assets, and 
so should go a long way to restore a due sense of 
proportion. 

ENGLISH BANKING PROFITS AND APPROPRIATIONS 

(000’S OMITTED) 


Contingen- | Other appro- 


Net Profit. Dividends. : =a 
cies. priations, 


1928 | 1929 | 1928 | 1929 | 1928 | 1929 | 1928 | 1929 


£ £ £ £ £ £ £ £ 

Barclays ... «+» | 2,301 | 2,332 | 1,666 | 1,666 500 500 135 166 
Lloyds as --» | 2,528 | 2,542 | 1,973 | 1,973 | nil nil 555 569 
Midland ... «+» | 2,657 | 2,665 | 1,924 | 1,934] nil nil 733 731 
National Provincial | 2,109 | 2,190 | 1,706 | 1,706 200 200 203 
Westminster --- | 2,148 | 2,160 | 1,356 | 1,356] 200 400 592 
Martins... aa 825 836| 666] 666) nil nil 159 
District ... por 455 | 511 348 | 379] nil nil 107 
Manchester and 

County ... ae 
Union of Manchester 177| 176 nil nil 81 80 
Williams Deacon’s | 305| 208] 254| 244 50 | 4o0of 1 |—346} 


189 181 177 177 | nil nil 12t 4 
96 96 


* Includes £50,000 to reserve fund. 
t Includes £12,000 to reserve fund. 
t £350,000 was transferred from reserve fund to contingencies, 
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Other important changes in the results include the 
increase of £200,000 in Westminster Bank’s allocation to 
contingencies. There is no definite ground for connecting 
this with any particular event of the year, and in any 
case the Westminster’s recent heavy appropriations to 
the rebuilding fund have come to an end, so that this 
increase has been made without any disturbance. 

Williams Deacon’s, on the other hand, have found it 
necessary to reinforce their contingencies fund by the 
transfer of £350,000 from reserve, and also to reduce the 
dividend on the ‘“‘A”’ shares from 13? to 13} per cent. 
The explanation is that it is advisable to make provision 
for the bank’s share in Lancashire industrial rationaliza- 
ticn projects, and the bank merits commendation for its 
readiness to play its part in this important work. In 
short, these changes are a sign of strength and not of 
weakness. 

Other appropriations include premises, rebuilding, 
staff pension funds, etc., and also the change in the 
amount carried forward. 

Coming now to the balance sheets, it is a pity that 
no other bank has this year followed the example of 
Martins in recasting its balance sheets along with Lloyds 
Bank in the form prescribed by the Cunliffe Committee. 
This conservatism on the part of the remaining banks not 
only withholds much valuable economic information, but 
renders the task of comparing banking results unneces- 
sarily difficult. The liabilities side of the accounts are 
given in the table on page 189. 

Although, as shown on page 190, bank cash has 
expanded during the year, there has been a general 
decline in deposits, with the result that banks have 
improved their cash ratios. The sharp fall in acceptances 
and other contingent liabilities is easily explained. The 
rise in money rates in 1929 diverted from London some of 
the acceptance business that had been regained during 
the preceding year, while the shrinkage was accentuated 
by the decision of the Midland Bank to exclude its open 
forward exchange contracts from this item. 

It is common knowledge that the expansion in bank 
deposits which has been the natural accompaniment of 
the fall in the purchasing power of sterling since pre-war 
days has meant that the pre-war ratio of capital to 
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deposits is no longer maintained. This development is not 
wholly desirable. As Mr. Beckett pointed out in his 
address to the Manchester and District Bankers’ Institute 
(quoted in extenso on another page) the present-day 
low ratio of paid-up capital to deposits is one reason. why 
British banks are now at the saturation point as regards 
advances, and in general it is desirable that the risk run 
by a bank’s shareholders should bear a certain minimum 
ratio to that run by its depositors. For these reasons 
the decision of the Midland Bank to increase its capital 
is to be welcomed. Shareholders are to be offered a 
£1 fully paid share at a price of £2, in the proportion of 
one new share to every {20 of paid-up capital. As the 
premium of {1 is to be placed to reserve, the net result 
will be that the bank’s capital and reserve fund will each 
be increased by just over £670,000. 


ENGLISH BANKING LIABILITIES 


Capital and Deposits, Acceptances, 
Reserves. etc. etc. 
1928 1929 1928 1929 1928 1929 











£ mn. | £ mn. | £ mn. | £ mn. | £ mn. | £ mn. 


Barclays ae a 26-1 | 26-1 | 335°I | 337°4 | 24°9]| 22-0 
Lloyds sa es 25°8 25°8 | 353°6 | 353°2 | 60°4 |] 52°2 
Midland be a 26:9 | 26:9 | 396-4 | 381°4 | 74°4] 37°5 
National Provincial . . 18-9 18-9 | 291-2 | 272-6 19°6 15:2 
Westminster .. .. | 18-6] 18-6 | 295-3 | 286°3 | 26-5] 27°6 
Coutts.. 2-0 2:0] 17:7] 19:8 0°5 0°4 
Glyn, Mills 1-8* 1°8*} 35:9] 39°5 2°t 2°7 
Martins 7°6 7°6| 83-4 | 83:2 10-9 7°2 
District oe ae 3°9 4°2 | 52°7| 52:6 2°5 2°4 
Manchester & County 2°2 2:2 19°7 | 18°4 0:6 05 
Union of Manchester 1-4 1-4] 18-1] 16-8 0-7 0:6 
Williams Deacon’s 3°3 3°0f] 32°3 | 31°8 I°5 1-0 





* Includes {£200,000 in 1928, £210,000 in 1929, reduction of bank premises 
account. 

t £350,000 transferred from reserve fund to contingencies; cf. statement of 
profits supra. 

The next table shows the banks’ holding of cash and 
call money. As previously stated, cash was, on the whole, 
increased slightly during the year. The banks’ practice 
of augmenting their cash holdings for balance-sheet 
purposes renders nugatory any attempt to link up this 
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item with the gold stocks of the country or with monetary 
policy, but it is known that all through the year the 
Bank of England balanced the ebb and flow of gold by 
purchases and sales of securities, so as to keep the basis 
of bank credit, namely, bankers’ deposits, upon an even 
keel. The slight increase in bank cash in face of a net 
gold efflux of £7,214,000 during the year reflects the 
success of this policy. Furthermore, the market had 
reason to believe that on December 31 last the banks 
called less heavily than usual. This confirms the view 
that monetary policy was not such as to denude them 
of their normal and proper supplies of cash. 


ENGLISH BANKS’ CASH AND CALL MONEY 


Cash in hand Money at call 
and at Bank of <Reques ent and short 
Balances. : 
England. notice. 


1928 1929 1928 1929 1928 1929 


£ mn. 
24° 
26: 
27° 
25° 
34 
I 


£ mn. | £ mn. 


. 


th 
8 
5 


ONIVIUWE cco! 


Barclays 

Lloyds 

Midland . ch 
National Provincial . . 
Westminster .. pa 
Coutts. . 

Glyn, Mills 

Martins 

District a wa 
Manchester & County 
Union of Manchester 
Williams Deacon’s 


Nee 
© OW dO 


Lal 


OCU HWORUAGCHS 
Hs #W HO N 
OC MOON ON HW 
NIE ON WON WO 
CoHHKHE UG! 


AAP OH aAvKHeRUEE 


* Not shown separately. 
¢ Cash on hand, at call, and at short notice are shown only as a single omnibus 


item. 
The final table includes the main earning assets of 


the banks. Interest here centres inevitably upon loans 
and advances. It is known that during recent months 
the banks have made efforts to reduce loans against 
stocks and shares and also to effect some reduction in 
those of a ‘‘ frozen’ character. Moreover, the course of 
trade and of prices has not been such as to inspire the 
belief that industry was needing larger supplies of 
credit. Hence a contraction in this item could have been 
anticipated. 
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ENGLISH BANKS’ DIscouNTs, INVESTMENTS 
AND ADVANCES 








Investments. 
(excluding 
those in other 
banks). 


Discounts. Advances. 

































1928 1928 1929 1928 1929 

£ mn. £ mn. | £ mn. | £ mn. | £ mn. 
Barclays a sea 38-3 37°0 | 58°5 52°7 | 168-6 | 174°5 
Lloyds ea ne 49°3 39°6 38-1 37°1 | 187-2 | 191°8 
Midland i er 63°3 58:8 36°9 32°9 | 214-1 | 210°4 
National Provincial .. 43°5 28-2 37°0 35°8 | 150°5 | 156°7 
Westminster .. o 30-6 32°5 38°4 37°9 | 149°1 | 147°4 
Coutts... ea a 0-9 I-I 3°8 3°8 10:0 II°3 
Glyn, Mills 1-6 1-6 7:6 8-4 12-8 14°8 
Martins 3°7 6°9 25°I 17°8 42°6 42:2 
District ae i 5:1 5:0 14°8 14°8 23°2 24°3 
Manchester & County 0:8 0:6 4°2 4°2 II-o II-o 
Union of Manchester 0-6 0°5 2:6 2°9 9°3 8-9 
Williams Deacon’s 3°6 2°4 4°9 5:6 17°6 16-8 














The table shows that this anticipation has not been 
fulfilled, and the increase in advances during the year 
makes it difficult to believe that there is not still much 
dead wood to be cut away. As it is, the banks have 
balanced their reductions in deposits by sales or (more 
probably) writing down of investments and by allowing 
their bill portfolios to become depleted. There are a few 
exceptions to this general trend, notably the increase in the 
bills held by Martins Bank, but, on the whole, advances 
have grown at the expense of bills and investments. 

This hardly suggests that the banks have yet been 
able to clear the ground as much as could have been 
desired. Admittedly the banker’s position is a difficult 
one. It means saying “no”’ to an application for a 
further loan from a big industrial concern, when a refusal 
may mean the closing down of the factory and the 
dismissal of hundreds of men. Yet this problem of 
frozen bank loans is one of the many awaiting solution 
by bankers and industrialists to which reference is 
made on another page. To allow unproductive loans to 
accumulate to the point where legitimate and productive 
advances have to be denied elsewhere, is to do no service 
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to the banks, to industry, or to employment. Bankers, 
of course, are fully alive to this fact, but in view of the 
downward trend of deposits it seems a pity that they 
have not been able to effect some reduction in advances 
and so leave themselves a margin in hand out of which to 
give temporary assistance to the demands of industry, in 
its fulfilment of its programme of reorganization. 

This is the main thought evoked by this year’s 
balance sheets. Still, even so, the results show that 
even a difficult and anxious year has not impaired the 
strength or earning power of the great British banks. 
Few in England had any apprehension on this score, but 
it is well that this should be made clear to the world at 
large. 

Scottish banking results are given in the following 
table. Unfortunately it loses much of its value for 
comparative purposes from the fact that the different 
banks make up their accounts to various dates, some 
of which occur early in the year. The results are 
indeterminate in character, but in most cases cash shows 
but little change, while discounts and advances are 
slightly higher. 

SCOTTISH BANKING RESULTS 


Cash.* | Discounts & 


Profits. Deposits. Advances. 


| 


1928 1929 1928 | 1929 neat | sop 1928 | 1929 


£thou.} {thou.| £mn.j {mn.| £mn.| {mn.J {mn.| £ mn. 
Bank of Scotland 372 374 | 31-0 | 32°1 5°4 4°9 | 16°4 | 20-0 
(to Feb. 29) 
British Linen Bank} 321 330 | 27°1 | 27°2 7°7t| 87% 13°7 
(to Jan. 14) 
Clydesdale Bank 340 332 , 28-6 *s . 18-4 
(to Dec. 31) 
Commercial Bank . 35° 
(to Oct. 31) 
National Bank ... 281 
(to Nov. 1) 
North of Scotland ‘ 278 
(to Dec. 31) 
Royal Bank .... 505 
(to mid-Oct.) 
Union Bank ... 330 336 
(to Apzil 2) 


* Includes balances with other banks and cheques in course of collection. 
+ Includes call money. 
¢ Excludes cheques in course of collection. 
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The final table shows the position of the three dis- 
count companies. It will be seen that whereas Alexanders’ 
profits have fallen slightly, those of the other two have 
increased. 


Profits.* Deposits.t | Investments. Bills. 























1928 1929 1928 | 1929 } 1928 | 1929 | 1928 | I929 
































£ thou. | £ thou. | £ mn. | {mn. |£ mn. | £ mn. |Z mn. | £ mn. 
Alexanders ae 139 132 | 28-0 | 24°3 5°1 3°0 | 23°8 | 21-9 
National... rer 175 180 | 42-7 | 49°6 3°2 2°9 | 40°2 | 47°1 
Union ... rom 245 260 | 61°5 | 57°9 | Q:0 7°6 | 54°8 | 52°6 
~* Excluding rebate on bills not yet due. t Includes bills rediscounted. 


1929 was a curious year for the discount companies. 
A greater margin existed between discount rates and 
those charged on short loans than was the case in any 
of the three preceding years. On the other hand, the 
frequent changes in Bank rate were firstly a cause of 
loss to all holders of bills, so long as Bank rate was going 
up, and, finally, a source of profit while Bank rate was 
going down. It is, therefore, not very surprising that 
the three companies have had divergent results, especially 
as one company seems to have expanded its liabilities 
and resources, while the other two have recorded con- 
tractions. In short, the discount companies had an 
intricate path to follow, and the present low level of 
discount rates does not make their path any plainer to-day. 


Retirement of Mr. F. W Ineall 


After a period of service extending over nearly fifty 
years, Mr. F. W. Ingall, a joint general manager of the 
Westminster Bank, retired at the end of January, and 
with his going the City loses a very pleasing and genial 
personality. 

Mr. Ingall entered Parrs Bank in 1881 at their Chester 
office, and when that bank absorbed the Alliance Bank 
in 1882, he came to London. Six years later Mr. Ingall 
was appointed sub-manager at Bartholomew Lane, 
subsequently becoming manager, and in 1920 he was made 
a joint general manager of the Westminster Bank; all of 
which positions he occupied with distinction and success. 

Mr. Ingall carries with him in his retirement the esteem 
and good wishes of a wide circle of friends and colleagues. 
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The Hague Conference 


ROM the outset, the economic and financial pro- 
EF visions of the Treaties of Peace were bitterly 

assailed by economists, and now, after a little 
more than ten years, their attitude has been vindicated 
by the final supersession of those tangled and too onerous 
clauses. To substitute the reasonable and the simple 
has been the work of the Hague Conference. When 
one considers the complications of the Reparations 
maze—Spa percentages, American debt, ceded pro- 
perties, Liberation debts, the German railway and bank 
laws, agrarian claims in Central Europe, and a hundred 
and one other difficulties—one wonders, not that the 
task has occupied such a long time since the appoint- 
ment of the Paris Committee of Experts, but that it 
has been accomplished so quickly. 

On the side of German Reparations proper, the main 
questions—the reduction of the annuity payable, the 
fixation of the term of reparation debt, the division of 
the annuities into unconditional and postponable parts, 
and the creation of the Bank for International Settle- 
ments—were settled last year and have already been 
discussed in these columns. But several difficulties 
remained for the adjourned Conference and its prepara- 
tory committees to clear up. Who is to decide whether 
Germany is deliberately defaulting, and what measures 
may be taken by the creditors if she does do so? Was 
there to be any security for the payment of the annuities 
beyond Germany’s solemn word? What conditions 
must be required of Germany to ensure that nothing 
shall interfere with the market issue of Reparation 
Bonds? 

These questions the Hague Conference has success- 
fully answered. According to the Young Plan, Germany 
herself is to decide in the first place whether her economic 
circumstances render payment in full dangerous in any 
year. Then the Special Advisory Committee of the 
B.I.S. would be called to propose what measures should 
be taken to remedy the situation. No agreement has 
been reached as to what should happen next, though 











THE HAGUE CONFERENCE 195 


the point of detail, whether the postponed annuity 
should be paid in a lump sum at the end of the period of 
postponement or in monthly instalments, was decided 
in favour of the creditors. It was felt that to enlarge 
on the possibilities of an unjustified default by Germany 
was in contradiction to the spirit of the Plan, and the 
machinery which the latter provides has been left to 
operate as circumstances determine. However, special 
provision has been made—stuffed with protestations 
from all parties that, of course, such a contingency is 
unthinkable—for the event of a deliberate default by 
Germany. If one or some of the creditors (and it is 
significant that independent action is contemplated) 
believes that a German Government intends deliberately 
to abandon the Young Plan, then it can submit the 
question to the Permanent Court of International Justice, 
and should the latter pronounce against Germany the 
creditor Powers “‘ resume their full liberty of action.” 
Specific mention of Article 430 of the Treaty of Versailles, 
which authorizes the re-occupation of the Rhineland if 
Germany defaults on Reparations, and which threatened 
at one time to wreck the whole Conference, has been 
skilfully avoided. Fortunately we can look forward 
with considerable confidence to the honouring of the 
Young Plan by both sides throughout the period of its 
currency. 

The demand of certain of the creditors for specific 
security on assigned revenues has been tacitly dropped. 
It was contrary to the whole theme of the Young Plan, 
namely, to accept Germany’s word as sole security for 
the payments. Bonds of the German Railway Company 
to cover its guarantee of the unconditional annuity are 
to be deposited with the B.I.S., in its capacity as trustee 
for Reparation transfers. 

It needed rather more effort to satisfy the French 
demand for an assurance that nothing shall hinder the 
initial mobilization of the unconditional annuities. M. 
Kreuger, the head of the Swedish Match Trust, had to 
journey to the Hague to reassure M. Tardieu that the 
Match loan which he has negotiated with the German 
Government will in no way interfere with the service of 
the proposed Reparation Bonds. On the other hand, 
both the German Post Office and the Railway have been 
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contemplating the flotation of foreign loans for produc- 
tive purposes, and in the end a compromise was reached 
between their claims and those of the creditors. One- 
third of the total amount raised in the first mobilization 
loan (which is fixed at a maximum of {£60,000,000) may 
be claimed by Germany for the railways and the post 
office; otherwise she has undertaken to place no State 
loan on the international market until October 31, 1930. 
If the Reparation issue is not floated by then, the duration 
of the undertaking is extended to March 31, 1931. After 
that date the German Government will consult with 
the authorities of the B.I.S. so as to avoid spoiling the 
market for any future Reparation Bond issues. 

In Paris there has been talk of issuing the first portion 
on a 6 per cent. basis—an optimistic proposal in view 
of the present price of Dawes Loan, which ranks prior to 
the new obligations, and which gives a redemption yield 
of about {6 12s. per cent. By the Trust Agreement for 
the transfer of Reparations, the B.I.S., as trustee, has 
power to decide when the time is opportune for a bond 
issue, and to fix the minimum terms of issue. The 
individual creditor governments can separately capitalize 
their respective shares of the unconditional annuity, 
but they are debarred from issuing the loans on markets 
other than their own without the concurrence of the 
trustee and the central banks concerned. The “ present 
value” of the unconditional annuities (excluding Dawes 
Loan service), at 6 per cent., is roughly £500 millions, 
and although it is unlikely that bonds will be issued to 
the full amount, the international capital market can 
look forward to very large operations extending over 
several years. The rapidity and extent of the mobiliza- 
tion obviously depends on the future of money rates 
throughout the world. 

Perhaps because the principal delegates were far 
too fully occupied with other problems to criticize 
technical banking provisions very minutely, more prob- 
ably because the work had been very carefully prepared 
by acknowledged experts, few hitches arose over the 
adoption of the charter and statutes of the Bank for 
International Settlements and the Form of Trust Agree- 
ment for Reparation transfers. These did, however, 
provide the biggest excitement of the Conference, for 











THE HAGUE CONFERENCE 197 


it was to the Chairman of the Organizing Committee 
for the Bank that Dr. Schacht addressed his now notorious 
letter declaring that the participation of the Reichsbank 
in the capital and management of the B.1.S. would have 
to be reconsidered in the light of the political settlement 
reached. Briefly, Dr. Schacht would have to be satisfied 
on the points which he embodied in his earlier manifesto, 
or the Reichsbank would not play its part in the Inter- 
national Bank. 

This aroused considerable perturbation among those 
who doubted the strength of the German Government 
vis-d-vis the President of the Reichsbank. But it soon 
became obvious that the Government was not to be 
thwarted, and, indeed, that an opportunity of scoring off 
Dr. Schacht was rather welcomed. After a plan had 
been mooted for substituting the Reichskredit Gesell- 
schaft and the Prussian State Bank as participators in 
the B.I.S., it was announced that changes in the Reichs- 
bank law would be made forthwith, laying upon the 
bank the duty of undertaking the functions assigned to 
it by the statutes of the B.I.S. There is little doubt that 
the amendment of the Reichsbank law, when it comes 
to be made, will also provide for much greater control 
by the Government over the president of the bank. 
Thus Dr. Schacht’s attack not only failed in its purpose 
(except in deleying the inauguration of the new plan by 
a few months until the new Reichsbank law can be 
passed), but it recoiled on his own head. Dr. Schacht has 
been using terms which indicate that he has contemplated 
resignation, but he is likely at least to await the terms 
of the new law. 

The draft charter and statutes of the Bank for Inter- 
national Settlements have already been discussed in 
THE BANKER. They have not been amended in any 
important particular, though one or two details have 
been amplified. The Trust Agreement takes the form of 
a preamble and nineteen articles, to be signed by the 
creditor governments and by the bank, appointing the 
latter sole and joint trustee to receive, manage, and 
distribute the annuities payable by Germany, and to 
perform other functions with respect thereto, all as 
provided by the Plan, and within the limits of the statutes 
of the bank. In this formula two points call for notice. 
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First, Germany is not a party to the Agreement; once 
she has paid the annuities over to the bank as the Plan 
provides she is concerned no more with them. Second, 
as in the bank statutes themselves, it is clearly laid 
down that the statutes are to be the supreme and final 
authority. The political independence of reparation 
transfers is thus doubly safeguarded. 

The Trust Agreement proceeds with the details of 
the receipt and distribution of the annuities. The bank 
is not obliged to pay interest on the Annuity Trust 
Account into which all receipts on account of the annui- 
ties are to be made. Nor is it concerned with the disposal 
by the individual creditor governments of their share 
of the annuities, which it merely places at their disposal 
subject to further instructions, such as might be given 
to any banking concern. It is, indeed, significant that 
the Trust Agreement omits all mention of the various 
guarantees which were the outcome of the Hague Con- 
ference last August. No attempt has been made to 
cover the whole reparations field, and special arrange- 
ments will have to be made, no doubt, with the bank for 
the transfer of non-German reparations, for the imple- 
menting of the inter-Allied guarantees, and for the pay- 
ment of inter-Allied debts. Within the limited sphere, 
however, of the acceptance and transfer of German 
reparations, the Trust Agreement is a complete imple- 
mentation of the Young Plan. 

If these questions connected with German reparations, 
tricky as they are, had been all that the Conference had 
had to consider, it would have been over well within a 
fortnight. They were, speaking broadly, questions of 
interpretation of a plan which had been worked out in 
detail by the experts and already accepted in principle 
last August. But the working out of the Experts’ recom- 
mendation that the ratification of their plan should be 
accompanied by a general liquidation of the past was 
no task of minor detail. The problems of Austrian, 
Hungarian, and Bulgarian reparations, the Liberation 
debts of the succession States, of ceded properties, of 
agrarian, Church, and Hapsburg claims, more than once 
threatened to prevent a successful conclusion of this 
session of the Conference. 

The Great Powers were forced to consider whether 
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the Young Plan could be put into operation without a 
settlement of these non-German questions. Two very 
strong reasons made this extremely difficult, if not 
impossible. First, the problem of arranging that the 
Young Plan should operate as between the Great Powers 
and Germany, while as yet the smaller creditors had not 
signed it, and therefore could not participate in its ma- 
chinery, was very formidable. Second, the German and 
non-German questions were firmly linked by means of the 
guarantee of an annuity of 9 million marks, given to 
Great Britain by Italy, in satisfaction of Mr. Snowden’s 
demand for a closer approximation to Britain’s Spa 
percentage. This guarantee was given on the strength 
of the Liberation Debt receipts which Italy expected to 
obtain from Czechoslovakia as a part of the Young Plan 
settlement ; it was obvious that the latter country would 
not sign the Plan, with its supplementary arrangements 
for a Liberation annuity, while the problems of her 
claims against her neighbours and their counterclaims 
remained unsettled. In the end, as had been foreseen 
from the earliest meetings of the committee which dis- 
cussed these problems in the course of the autumn in 
Paris, it was Hungary that proved the final stumbling 
block. 

The cases of Austria and of Bulgaria were compara- 
tively simple. For Austria, no one ever seriously con- 
templated any reparation payments, while the problem 
of fixing the Bulgarian annuity had, before the adjourned 
Conference began, been reduced to the difference between 
123 million and 10 million gold francs. The arrange- 
ment finally reached provides for an annuity of I0 
million for ten years, 11 million for a further ten years, 
and slightly less than 12} million gold francs for the 
remaining sixteen years of the “reparation period.” 
Czechoslovakia, as the only debtor for Liberation pay- 
ments who is not also a creditor for reparation, is to pay 
£500,000 a year, which is a reduction of £50,000 from 
the figure which had been proposed by the Paris 
Committee. 

The Hungarian case was grievously complicated by 
the intrusion of the perennial Optants’ dispute, which 
has defied solution, whether by direct settlement or 
through the mediation of the League of Nations, for 
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nearly eight years. The efforts of the non-German Com- 
mittee at the Hague were directed towards separating the 
vast body of agrarian claims by Optants for Hungarian 
nationality from all other claims and counterclaims 
arising out of the war, the scheme being to place the 
Hungarian annuities after 1943, when her present repara- 
tion schedule terminates, into a pool for compensating 
the claimants. The difficulty was not to obtain the 
acceptance of the principle of this plan, but to find money 
enough to cover the claims, which the Hungarian delega- 
tion estimated at 310 million gold crowns (£12,400,000), 
though this figure was later reduced to 240 million gold 
crowns. At first the Hungarians refused to pay after 
1943 any larger annuity than £400,000, which is the 
average up to that date, and that would have been quite 
inadequate. Agreement was only reached by the decision 
of the Great Powers, who are only indirectly interested, 
to come to the rescue for the sake of achieving a settle- 
ment. In fact, all parties contribute to the compensation 
fund. The Hungarian annuity after 1943 is raised to 
£540,000, the whole of which will be foregone by the 
Little Entente Powers; the Great Powers renounce their 
share in Hungarian reparations before as well as after 
1943. 

. The settlement of the Optants’ dispute is perhaps the 
most spectacular achievement of the adjourned Hague 
Conferencs. But it stands for a great deal more than the 
dissipation of a rather sordid mid-European wrangle by 
means of a monetary bargain; it stands for the triumph 
of a sincere and devoted effort to get rid once and for all 
of the financial mesh with which the war and the treaties 
of peace have entangled European trade as well as politics. 
The finality of any political settlement is, of course, 
only relative, but Europe can take a new breath and go 
forward in the knowledge that her account books, even 
if they do not disclose a very happy state of affairs, 
have at least been set in order. 











The Banks and Rationalization 


Mr. Beckett’s Address 


HE Hon. Rupert E. Beckett, deputy chairman of 
Westminster Bank Ltd., and this year’s president 
of the Manchester and District Bankers’ Institute, 

used the occasion of his inaugural address to the latter 
body as a means of making a timely pronouncement on the 
part played by the British banking system during the past 
year and on the duties the banks owed to industry. The 
earlier part of his speech was devoted mainly to a review 
of the past year, and so covered ground already familiar, 
but his comments on the increase in the Bank rate to 
64 per cent. last September, merit wider publicity than 
they have so far received. According to a full report that 
appeared in the Yorkshire Post, Mr. Beckett said :-— 

A feeling of uneasiness manifested itself in the City 
during August, accentuated by a rise of I per cent. in 
the New York re-discount rate. On the one hand, 
certain sections of the Press—with the support, be it said, 
of a number of prominent industrialists—were imploring 
the Bank of England not to take a step which, in their 
view, would cripple industry, whilst, on the other hand, 
such a responsible journal as the J7*mes, the most 
responsible, he should have said, were he not Chairman of 
the Yorkshire Post, was urging the danger of delaying too 
long, a move which was clearly inevitable. Eventually, 
on September 26, when the Bank’s reserves had fallen to 
£133,000,000, or 17 millions below the minimum con- 
sidered safe by the Cunliffe Committee, the Bank Court, 
to the despair and the satisfaction of the respective 
schools of thought, raised the rate to 64 per cent. And 
then the storm broke. 

Mr. Montagu Norman and his co-directors were 
assailed as enemies of British industry, as puppets dancing 
to the tune called in New York; they had brought stagna- 
tion to the country’s workshops, ruin to the small trades. 
But, on the facts as he (Mr. Beckett) had very briefly 
summarized them, what else could the Bank do? They 
had a continual drain on the gold reserves, gaining 
impetus rather than declining, with no prospect of 
~ 
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relief from circumstances in the chief gold-attracting 
countries. Clearly, the Bank had no option whatever, 
and the only criticism that could find any justification was 
that the action was perhaps delayed a little longer than 
was warrantable. 

As was well known, the autumn was the season of 
great strain on the finances of this country, when the 
major portion of our imports of grain and other foodstuffs, 
and raw materials such as cotton, wool and hides, had to 
be paid for. It was obviously of the greatest importance 
that, at the time when these large payments abroad had 
to be made, sterling should not stand at a discount in 
relation to the principal foreign currencies. Any longer 
delay by the Bank of England in applying the only 
available corrective to the rapidly-weakening situation 
would have very seriously affected the position in this 
respect, and would inevitably have added hundreds of 
thousands of pounds to the cost of our imports. The 
only possible conclusion could be that the Bank of 
England was emphatically right in its operation of the 
system which controlled the credit structure of Great 
Britain. 

Mr. Beckett next referred to the restoration of the 
gold standard in 1925, and cited a recent speech of 
Mr. Snowden to prove that, whether or not the return to 
gold was premature, there could be no question now of 
abandoning the gold standard. 

Discussing the effects, for good and for evil of the 
rise in Bank rate, Mr. Beckitt said :— 

It was certain that no policy could for a moment be 
entertained which would in any way jeopardize London’s 
position as an international Money Market. 

A letter appeared in the Press in October last 
deprecating the importance of London’s retaining this 
position. The attitude of the writer was that, whilst 
London’s ceasing to be the foremost financial centre 
might adversely affect the position of a few thousands in 
the City, the high Bank rate which was necessary to safe- 
guard London’s position would be instrumental in 
throwing out of employment many times that number 
engaged in industry, and in reducing the prosperity of 
still more. The case (said Mr. Beckett) was entirely 
misrepresented, however. The argument for the pro- 
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tection of London’s unique position rested on more 
potent considerations than the profits and commissions 
earned by financial institutions, or the employment of 
those dependent for their livelihood on activities in the 
City of London. The advantages attaching to the 
position were numerous, the chief among them being the 
ability to attract floating resources from abroad, to 
supplement our own, which helped to swell the volume 
of credit to the benefit of industry. These came here only 
because they could be withdrawn immediately if required, 
which would not be the case under a restricted gold 
market. 

It was obvious (continued Mr. Beckett) that certain 
sections of the public benefited by a rise in the 
Bank rate, the thousands of depositors in the banks 
receiving a corresponding increase in the rate of interest 
paid to them. Bank deposits in the ten London Clearing 
Banks (as distinct from current account balances) were 
probably in the neighbourhood of £800,000,000, quite 
a large proportion of which would be favourably affected 
by the change. It would readily be seen that such benefit 
was by no means negligible, as those who had seen the 
gross results of the last half-year clearly realized, yet 
this side of the question was often entirely ignored when 
the hostile critic made his voice heard. He did not fora 
moment lose sight of, or minimize, the effects in the 
opposite direction. These were usually given much 
greater prominence, and stress was laid in particular on 
the dearer financing of industry. 

A rise of I per cent. in the Bank rate implied that 
a merchant or manufacturer was called upon to pay 
increased interest at the rate of I per cent. per annum for 
such temporary accommodation. He should not require 
the money in connection with any individual transaction 
for longer than, say, three or six months, which meant 
that the added expense on each transaction was but a 
fraction of I percent. When this increase was converted 
into terms of actual production costs, the rise was so 
small as to be without material effect. To say that it 
seriously impaired his power to compete in export markets 
or to dispose profitably of his imports was certainly an 
exaggeration. 

In support of this contention, it was pertinent to 
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pass in brief review the effects of the previous raising of 
the Bank rate—from 44 per cent. to 54 per cent. in 
February last. The Board of Trade index of production 
figures for the quarters April-June and July-September 
last, at II-g per cent. and 10-3 per cent. respectively 
above the datum level of 1924, were substantially above 
those for the corresponding quarters of 1928, when the 
figures were only 3:6 per cent. and 0-2 per cent. above. 
Over the same six months, British exports were some 6 per 
cent. higher in 1929 than in 1928, whilst the figure of 
unemployment, which on February 25 was 1,430,000, 
stood appreciably lower, at 1,217,000, on September 30. 
The available evidence, therefore, seemed to show that 
trade, far from recording a decline, actually went ahead 
in the months following the previous raising of the rate, 
and this despite the added handicap of a General Election. 
In short, the increased rate did not mean less production, 
less foreign trade, and more unemployment. The 
impetus of the trade improvement was sufficient to enable 
industry to take in its stride, and without obvious dis- 
comfort, the extra burden which circumstances had forced 
upon it. 

The most obvious consequences of a higher Bank 
rate were, of course, not of a beneficial character. 
Borrowing took place at necessarily higher rates of 
interest, and in this respect the whole tax-paying public 
was hit, on account of increased charges for Treasury Bills, 
some £40,000,000 of which were placed by the Government 
each week. Whilst credit became dearer by the change, 
however, all legitimate requirements received the same 
favourable consideration as before, so that “‘ normal ”’ 
business continued to be transacted much as usual. On 
the other hand, a considerable check was imposed on all 
forms of new enterprise, which were usually much more 
speculative in their character, and there was in this 
sphere of activity a general slowing down. 

It was sometimes urged that bankers, as lenders, 
favoured high rates, and were cynically indifferent to 
their effects upon trade and industry, but this view, he 
need scarcely say, was, even in the narrowest sphere of 
self-interest, far from the truth. The banker’s réle was 
to serve the interests of his clients, and his ability to do 
this was obviously much greater when he could give them 
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the benefit of reasonable rates of interest. As to what was 
a banker’s ideal rate, it was difficult to say, but probably 
the community and the banks could best jog along 
together to their mutual well-being when the Bank rate 
stood at 4 to 44 per cent. 

The next passage in Mr. Beckett’s address was again 
historical. It summarized the events of the final quarter 
of the year, showing how the 63 per cent. Bank rate met 
with such immediate success, that it proved possible to 
reduce it by stages to 5 per cent. by the end of the year. 

The final and most interesting point of Mr. Beckett’s 
speech dealt with rationalization of industry as it affected 
the banks. The ideal rationalization of industrial con- 
cerns, he said, would include in its objects the abandon- 
ment or scrapping of obsolete or superfluous plant, the 
concentration at certain factories on particular classes 
of production, the establishment of united selling organiza- 
tions, the avoidance of overlapping. To put such schemes 
on their feet must involve a considerable writing down of 
assets represented by the superfluous or obsolete plants, 
and an inevitable demand for fresh accommodation for 
the combine when in being, until its anticipated commer- 
cial success, and a less onerous money market, enabled the 
combine to raise its financial capital from the public. 
The banks would then be affected in two ways. Those 
which had made advances to the individual firms which 
had to undergo the scrapping process would probably 
be asked to forgo a considerable proportion of what was 
due to them, and there was no doubt that the insti- 
tution which offered to do banking business for the 
combine would have to put its hand deep into its pocket 
to provide initial working capital. 

There, from a banker’s point of view, they were up 
against a difficulty. The success or failure of the ration- 
alized concern must depend on the control, and as a rule 
the brain that brought about such a combine was a 
financial one, whereas the banker was asked to lend 
money on the successful issue of an essentially technical 
manufacturing business. The most important mental 
equipment of a banker, in his opinion, was the capacity to 
make sound judgment on incomplete information. A 
banker was hardly ever in a position of being fully 
informed. Figures could be presented to him which were 
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quite correct, even alluring. Naturally, when accommo- 
dation was sought from a bank, everything was presented 
by the would-be borrower in the most glowing colours. 

With every sincere wish to stand by industry during 
difficult periods, and of course to do all that was possible 
to aid and stimulate its recovery, a banker was bound 
ever to keep a watchful eye on the percentage of his 
advances to his liabilities to the banks’ depositors. All 
last year the loans of the “ Big Five’’ had, on the average, 
substantially exceeded 50 per cent. of their deposits, and 
such a state of affairs could be accounted for to a large 
extent by the fact that the banks were supporting many 
businesses which, owing to bad trade, had not been able 
to earn sufficient to commence repayment of bankers’ 
accommodation. 

They had to remember that the English banking 
system was based on deposits repayable on demand or at 
short date; therefore, accommodation from a bank should 
be regarded as of a temporary nature; but in these difficult 
times banks had had to cast aside many of their traditional 
formule. There were, of course, examples of another 
banking system-—in Germany to wit—that regularly made 
long-term advances or provided capital for trading 
concerns, and placed representatives of the bank on the 
board of the trading concern to look after the bank’s 
interest. He should say that the reason for the course 
was that the big banks themselves had to finance the 
beginning of German overseas trade. There were in 
those days few, if any, of the overseas merchant-banking 
firms such as were and are in existence in the City of 
London, all of them well equipped by knowledge, experi- 
ence, and ample financial resources to initiate or foster 
overseas trade in all parts of the world. In Germany the 
burden of finding those long-term credits for incipient 
foreign trade fell upon the banks, and they needed a 
larger proportion of paid-up capital to stand the lock-up. 
He (Mr. Beckett) took out about a year ago the proportions 
of paid-up capital and reserve of three important German 
banks in regard to their deposits, and found them to 
be as follows :— 

Deutsche Bank ... wae ... 12 per cent. 
Disconto Gesellschaft __... ... 16 per cent. 
Dresdner Bank _... wi ... 8 per cent. 
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whereas our own “ Big Five” varied from a maximum of 
8 per cent. to a minimum of 6-33 per cent. 

His thesis, then, was that under the present system of 
British banking they were near to saturation point as 
regards loans and advances, and that further sub- 
stantial demands could only be safely met by an increase 
in the banks’ capital. Whether the time had arrived 
when it was a desirable policy to throw on to bankers, 
whose bases were deposits repayable on demand, the 
responsibility of finding capital for trade was a question 
that he answered for himself in a direct negative. 

But he did not want the remarks he had just made to 
leave the impression that he, as a banker, was not in 
full sympathy with the needs of the manufacturing 
community. After all, more than thirty years of his 
banking life were spent in the industrial North, among 
manufacturers and producers, and not among financiers. 
It was true that the combines and rationalization schemes 
of to-day, involving complicated financial transactions, 
were projected by trained financial minds; it was 
inevitable that such should be the case. In the first 
instance, it was usually the financier who introduced the 
new business to the banks. But what he wanted to get 
into the public mind was that it was all moonshine to 
say that the banker would do more for the financier than 
for the trader pure and simple. Such was not the case, 
and he must be a poor banker, indeed, who did not realize 
that the prosperity of his bank was bound up not with 
ephemeral finance, but with legitimate development of 
the industries and manufactures of this country. 


How the City Works 


Il. New Capital Issues (a) 
N official estimate exists of the nominal value of 





all the stocks and shares which may be bought 
and sold on the London Stock Exchange. If it 
did it would be an immense figure. 

This total is constantly fluctuating. Redemption, 
writing down and winding up tend to reduce the amount, 
while the raising of new loans and the flotation of new 
companies tend to increase it. Flotations generally 
exceed the liquidations of old concerns, but a rough 
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balance is maintained by the high infant mortality among 
new-born companies, especially in times of reckless 
speculation. In 1926, 1927 and 1928 some 1,300 new 
issues were made in London, but the recently published 
clearing house figures give the total amount raised during 
last year as only {285,000,000 against £369,000,000 for 
1928. 

' New capital is nearly always raised by public sub- 
scription. As the work involved calls for highly expert 
knowledge and large clerical staffs it is often entrusted to 
an issuing house, one of those institutions which have 
come into existence in modern times to meet the demand 
for this particular service. The banks also act as issuing 
houses for Government and municipal loans, some having 
specialized in this work from their early days. In con- 
nection with company issues, however, they generally 
confine themselves to the true banking service of receiving 
and accounting for the money subscribed, though they do 
on occasion undertake further services, such as making 
the allotments and exchanging allotment letters for 
scrip. It is doubtful if any of the larger banks would 
undertake the preliminary work connected with company 
promotion. This is a function of the issuing house, and 
although individual promoters will sometimes come to 
the City with cut-and-dried schemes, in the majority of 
cases the issuing house will advise and assist from the 
commencement. 

While some issuing houses perform merely clerical and 
advisory services without employing any large capital, 
others are closely associated with the money market and do 
to a greater or less extent act as bankers to the customers 
in whose capital issues they are interested. They are 
more likely to lend money on the prospects of an impend- 
ing issue than a bank would be, and it seems that they 
are sometimes large holders of shares which they have 
been instrumental in issuing. They also employ their 
resources in buying up the whole of a new loan or share 
issue with a view to disposing of it privately or making an 
issue to the public on their own account in the form of an 
offer for sale. Needless to say, they will expect a profit 
in the price they will obtain. The light of publicity 
recently shed by the Hatry investigations shows also 
that borrowers are sometimes willing for the issuing 
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house to retain their newly subscribed capital at interest, 
until they can conveniently take it over, and such money 
can be lent on the market or otherwise employed by the 
issuing house. 

Offers for sale, until the Companies Act of last year, 
were not subject to the rigid rules governing prospectuses, 
and it was felt that advantage was sometimes taken of 
this fact to unload worthless issues. It was not always 
the case, for many borrowers of the highest class preferred 
to accept a firm offer for the whole of their new stock and 
leave the buyer to take the trouble and risk of the 
public issue. This applied more particularly to foreign, 
State and municipal loans. The law has, however, been 
altered, and offers for sale are now subject to the same 
discipline as ordinary prospectuses from which in appear- 
ance, and in fact, they are hardly distinguishable. The 
issuers of good stock will not suffer; only the others will 
be embarrassed. 

The last loophole for disposing of stock or shares 
that the public may be shy of taking on the invitation of a 
prospectus is now practically closed. This was the 
method of “ introducing ’”’ them to the Stock Exchange. 
Large blocks were placed at the disposal of brokers or 
jobbers, who proceeded to “‘ make a market ”’ in them. 
A few judicious ,suffs in the papers, a few tips “ straight 
from the stable,” a few markings on a tising scale and, if 
the public were speculating at all, it would soon be 
absorbing them. The Committee of the Stock Exchange 
are now very strict about the class of security they will 
allow to be quoted in the official lists, and the preliminary 
publication of a fairly complete form of prospectus “ for 
information only ”’ is a sine qua non. 

State and municipal stocks and company debentures 
are loans pure and simple, limited in amount by Govern- 
ment sanction or the constitution of the company, 
secured by guarantees and charges over property and 
bearing interest at fixed rates. Shares in a company are 
the holder’s financial interest in the fortunes of the 
company and his return is variable as they vary. From 
the point of view of the bank or issuing house there is no 
material difference, the object of either is to raise money. 

The wise men of Gotham want to fund their bank 
overdraft or to finance a local improvement scheme which 
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is too big to be paid for out of current rates. A flourishing 
business wants to extend its scope and flourish more. A 
poor inventor wants to build a factory and equip a sales 
organization. They all want money and there is no reason 
why they should not take almost identical steps to obtain 
it by means of a public invitation. 

As the differences are only in matters of detail, one 
example will suffice. Let us suppose that Messrs. Dash 
& Crash are manufacturing the only effective motor- 
cycle silencer, of which Dash holds the patent rights. An 
increase in police supervision engenders a new con- 
sideration for the public in the breasts of motor-cyclists, 
and Dash & Crash, particularly Dash, hear Fortune 
knocking at the door. 

They have the alternatives of offering their invention 
to the big manufacturers or of exploiting it themselves 
for better or for worse. Deciding on the latter course, 
they may be assisted very materially in their venture into 
the possibly unknown world of finance by catching the 
attention of an experienced company promoter, one who 
knows something of most trades and much of finance and 
the management of limited liability companies. One, 
moreover, who is willing to put his time and money into 
what may seem to him to be a good thing. Failing this, 
they may obtain an introduction to an issuing house who 
will go carefully into the whole proposition with them. 
They will be expected to produce audited accounts and 
convincing figures as to past trading and future prospects. 
The issuing house will be able from experience to gauge 
their chance of making their business a success, to estimate 
what rivalries and animosities they may excite in their 
trade and, best of all, whether the public are likely to be 
interested. At the back of their minds all the time is 
the question whether the underwriters, with a circle of 
whom they are more or less regularly in touch, will look 
upon the proposed issue with favour. 

It may here be explained that underwriting is the 
agreement by a number of firms or substantial persons 
that if the public subscription is insufficient they will 
each take up their share of the amount left over, in 
proportion to the amount they have underwritten. They 
do this in return for a commission of from half to five per 
cent. or thereabouts, according to the risk on the amount 
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each one has underwritten. If, therefore, underwriting 
can be arranged to cover the whole issue, the company 
will get their money whether the public come in or not, 
and that is the main thing. An issue which fails is not 
a good advertisement, and if it completely fails, the 
company may not be able even to pay expenses. While 
on the subject of underwriting it may be mentioned that 
the term over-riding commission frequently met with in 
prospectuses refers to a small percentage paid to those who 
take the primary responsibility for underwriting, for their 
trouble in placing out the contracts with suitable people. 

Dash & Crash may, of course, prefer to proceed on 
their own initiative and save the considerable fee that an 
issuing house would expect. Although this might be 
reasonable in the case of a small issue by an already 
established company, in the case of a new concern it 
would probably be false economy. In addition to the 
matters referred to above, the experience of the issuing 
house will be of great value in deciding the best methods 
of approaching the public in order to ensure success. 
Assuming that they accept the business, they will 
probably introduce Dash & Crash to a firm of solicitors 
who will take steps to convert these gentlemen, and at 
least five others as required by the Companies Act, into 
the Hush-a-bye Components, Limited, or some similar 
name. Various contracts will be entered into, including 
those for the sale of the patent rights by Dash, and of the 
old business by Dash & Crash, to the new company. 

All these preliminary matters will take quite a long 
time, and our friends, anxious to secure their markets 
while the prospects are good, will probably ask their 
bank for a loan to enable them to proceed with the 
acquisition of new premises and plant. The issuing house 
may be able to help them here, either directly or by giving 
the bank evidence that the forthcoming issue is ensured 
of success and agreeing to hold part of the proceeds at 
the disposal of the bank as security. 

The issuing house will be closely in touch with the 
Stock Exchange and will nominate a firm as stockbrokers 
to the issue. They will advise on the terms and the time 
of the issue, and arrange for the shares to be recognized 
and officially quoted on the Stock Exchange. Not all 
times are suitable for inviting subscriptions from the 
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public. It is as well to try to avoid clashing with other 
issues, and banks will look with disfavour on dates 
upon which large movements of money will interfere 
with their normal market operations. Then there are 
the two aspects of the question: “ Is money plentiful ”’ ? 
If so, rates of interest will be low and the annual cost to 
borrowers of loan capital will correspond. At the same 
time, if interest rates are low, the public will be the more 
ready to put into business ventures offering a chance of 
better returns. These considerations have an importance 
beyond the success of the immediate issue, for failure may, 
quite wrongly, be regarded as a reflection on the credit 
of any or all concerned. It may be added that boom 
conditions do not necessarily follow a plenitude of money 
but rather seem to bring out money that would otherwise 
be locked up. 

Shares are usually issued at their par value, but in 
some cases a premium can be exacted. It used to be 
illegal to issue shares at a discount. In the case of 
stock bearing a fixed rate of interest, the current yield on 
similar stocks will have to be considered, and the issue 
made on slightly more favourable terms in order to induce 
the investor to apply for the new loan rather than buy 
existing stock on the market. Then the borrowers will 
have to weigh the relative advantages of, say, a five and 
a quarter per cent. stock at the price of £100 per £100 
stock or a five per cent. stock at a price under {100. The 
five per cent. stock will be more popular and when the 
time comes the borrowers will have to repay the full 
£100 per cent. so that it should be possible to fix the 
price so as to give slightly less than five and a quarter 
per cent. actual interest. Popularity has the additional 
advantage of keeping up market prices which would react 
favourably on subsequent issues. 

The next step will be to produce a prospectus. The 
professional optimist has not yet arrived but every 
company prospectus should bear Crabbe’s words: 

““ Experience finds 

“‘ Few of the scenes that lively hope designs.’ 

The law has overlooked this, but it has imposed a 
large number of obligations designed by experience for 
the protection of the public. Some have been added as 
recently as 1929 by sections 34 and 35 of, and the Fourth 
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Schedule to, the Companies Act of that year. From the 
following incomplete list it will be seen that the prepara- 
tion of the prospectus is a matter not to be lightly under- 
taken. It must contain— 

Its date. 

A statement that a copy has been delivered to the 
Registrar of Joint Stock Companies for registration. 

A copy of the Memorandum of Association. 

The names, addresses and descriptions of the 
directors. 

The number of their qualification shares. 

Their proposed remuneration. 

The number of founders’, management and deferred 
shares. 

Details of any issue during the preceding two years. 

A statement of commissions paid for underwriting. 

The names and addresses of the vendors and the 
amounts to be paid to them including any sum for 
goodwill. 

The estimated amount of the preliminary expenses. 

The dates of and parties to any material contracts 
and the time and place where such contracts can 
be inspected. 

The names and addresses of the auditors of the 
company. 

A statement as to the nature of the interest of 
any of the directors in any property to be acquired. 

Particulars of the voting rights of shareholders. 

Auditors’ certificate as to the profits for the past 
three years of any business to be acquired. 

A note of the minimum amount which will be 
required to meet purchase prices, pay preliminary 
expenses and to provide working capital. 

No application form may be issued to the public 
without a prospectus and the amount payable on applica- 
tion may not be less than five per cent. Incidentally the 
French Code Commerciale has an interesting provision 
that shares allotted for any consideration other than 
cash may not be thrown on the market for at least two 
years after allotment. It should also be added that the 
elaborate regulations set out above do not apply to offers 
to existing shareholders, as these are in the nature of 
private dealings between the company and its members. 
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Probably some months will have been spent in the 
preliminary arrangements and in complying with technical 
and legal requirements, though Dash & Crash may be all 
the time pushing on with their work in the background, 
and this, after all, is the principal thing. Underwriting 
will be finally placed and at last the issuing house will 
be ready to approach a bank, either their own or the one 
which has acted for the old firm of Dash & Crash, with the 
final draft prospectus and to request it to allow its name 
to appear thereon as bankers to the issue. 

The bank (or banks, for two or more will act in the 
case of a large issue) will scrutinize the draft prospectus 
carefully in order to satisfy themselves that the directors 
and others concerned are responsible and trustworthy 
people, that the terms of the issue are fair and straight- 
forward and that the prospectus is apparently in correct 
legal form. They do not accept any responsibility to 
the public but they naturally do not wish to be associated 
with anything that might become the subject of adverse 
criticism. If the company is new to them they will also 
ask for evidence that it is properly constituted, see that 
their borrowing powers are sufficient and that the persons 
with whom they are dealing are properly authorized. If 
they are prepared to undertake the work, or, more 
exactly, to allow their name to be associated with the 
issue, they will arrange to receive applications at their 
principal London offices and all branches. This will be 
signified on the prospectus which is now ready for the 
printers. 

A few preliminary hints will have appeared in the 
Press, a reference to the arrangement of underwriting often 
providing a useful reminder to would-be investors and 
speculators, and thousands of copies of the prospectus will 
within twenty-four hours be on their way to banks, 
brokers and a large number of investors whose names are 
found in the files of Somerset House by firms who specialize 
in circularization. 

The first few hours of the day of issue will show what 
the result is going to be but there is little doubt that if our 
friends (whether they be Dash & Crash or the Corporation 
of Gotham) have sought the best advice, and followed it. 
they are not likely to be disappointed. 

(to be continued.) 











215 





Law Keports 


N the latest volumes of the official Law Reports (for 
January 1930) there are no cases directly affecting 
bankers, but one finds a not uninteresting trilogy 

of cases dealing with company law with which bankers 
are so often closely identified. The first one we will 
select is in ve Home and Colonial Insurance Co., Ltd. 
(1930) 1 Chan. 182, for which over thirty-four pages of 
that volume are responsible. The discussion arose on a 
misfeasance summons under section 215 of the Companies 
Act 1908 (now re-enacted in section 276 of the Act of 
1929) and is concerned with the particular case of the 
position of a liquidator in a voluntary winding-up, who, 
acting without any dishonesty or bad faith had admitted 
to proof a claim by a creditor that any proper legal 
examination would have disclosed to be bad in law. 
Voluntary liquidators may at times wrongly admit claims, 
and the general question arises whether the mere error, 
apart from any bad faith or negligence on their part, 
renders them liable as for a misfeasance. Since it was 
strenuously argued in this case that the answer should 
be in the affirmative it is well that the case should be 
noted, especially as other interesting points also were 
raised. For the purpose of making plain the position, 
a short general summary of the facts is all that is necessary. 
The Company in question entered into what was called 
a “ participation ’’ agreement with the London Guar- 
antee Company for insuring marine risks—it was really 
an agreement for re-insuring marine risks undertaken 
by the London Guarantee Company. It began in 1918. 
By the end of 1920 the Home Insurance Co., Ltd., was 
badly ‘“‘ down ”’ on the agreement, and, after prolonged 
negotiations, was wound up voluntarily in October 1922. 
The respondent to the misfeasance summons was appointed 
liquidator. He wasachartered accountant who, although 
well qualified generally, knew nothing about the highly 
technical law applying to marine insurance. After an 
examination of the figures of adjustment between the 
two companies the claim of the London Guarantee Co. 
was ultimately fixed at £89,000, and so admitted by the 
liquidator. But, apart from the mere figures, there 
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remained the question of the validity of the claim. This, 
the liquidator, in his ignorance of sea insurance law did 
not take advice upon or question in any way. Yet it 
was absolutely a bad claim in law. No policies had been 
issued in regard to the pretended re-insurance and, as is 
notorious in the City of London, the course had been 
followed of disregarding the plain statutory rules as 
regards marine insurance. Unfortunately in ignorance 
of this very important branch of law, the liquidator 
admitted the claim at £89,100, which was entirely bad 
in law. Apart from such claim, the Home and Colonial 
Insurance Co. would have been solvent. And the 
liquidator, had he sought legal advice, would without 
doubt have been so advised. The nett result was that 
by March 1927, dividends, to the extent of about 
8s. 7d. in the £, were paid to the creditors, the London 
Guarantee Company taking the lion’s share of £38,172 
13s. 2d., and the other creditors, {2,408 tos. 7d. There- 
upon the liquidators accounts were closed and the com- 
pany duly dissolved in September 1927. Sometime 
during 1928 a creditor and shareholder of the company 
called the liquidator’s attention to the fact that he had 
been wrong in admitting the claim, whereupon he made 
strenuous endeavours to repair his error. He obtained 
an order annulling the dissolution of the company, and, 
alleging that he had paid the London Guarantee Company 
under a mistake of fact, endeavoured by action to recover 
from them the amount of the dividends paid. He lost 
that action as he was constrained to admit that at the 
time, even had he known there had been no policies of 
re-insurance he would still have paid the money. There 
was no mistake of fact. He had simply, in ignorance 
of the law and without investigation at all, paid the 
monies. Then, in 1929, the misfeasance summons against 
the liquidator was taken out by a creditor of the company 
(for directors fees), claiming repayment by the liquidator 
of the £38,172 dividends paid on the invalid claim of 
the London Guarantee Co. with interest. 

The result of this proceeding is not to order the 
liquidator to pay on that basis, but Mr. Justice Maugham 
found him guilty of negligence and misfeasance, and 
awarded that he should pay by way of compensation to 
the estate of the now undissolved company such an 
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amount as will enable all the creditors of the company 
(excluding, of course, the London Guarantee Co.) to be 
paid in full with interest at 5 per cent. and to pay costs. 
This amount totalled £5,600 (which included sub- 
stantial directors’ fees) on which dividends amounting 
to £2,408 had already been paid. 

Before arriving at this result the learned judge was 
called upon to determine some interesting points. First, 
it was said that a voluntary liquidator is under an absolute 
statutory duty to pay legally valid debts and no others, 
and that, apart from negligence altogether, he is, by 
mere breach of this statutory duty in paying a wrongly 
admitted claim, liable for the full amount so mispaid. 
On this the judge said he should hesitate a long time 
before so deciding, and he did not accept the view that 
a liquidator is in the same position as an insurer, so that 
in any event and under all circumstances he is liable 
if a debt is subsequently shown to have been wrongly 
admitted to proof. Secondly, it was maintained that 
the liquidator had been guilty of negligence amounting 
to misfeasance. Here the judge found on the facts 
that it was so. He put the duty of a liquidator as 
calling for a high standard of care and diligence. Paid 
for his services, and with legal aid and also application 
to the Court for guidance at his disposal he ought to be 
alive to any danger. Here his own ignorance of marine 
insurance is coupled with the fact that it is weil known 
that that branch of business is highly technical. Further, 
any practical man should know how frequently the 
stringent requirements of the law applicable are in business 
circles largely disregarded. These things being so, 
when the liquidator is faced with a large claim without 
which the company was quite solvent, he ought not 
merely to have checked figures but properly informed 
himself of the legal validity of the claim before admitting 
it to proof. As Mr. Justice Maugham picturesquely put 
it: “He chose to navigate in these narrow seas, to 
him unaccustomed and unknown, without either chart 
or pilot ; and for this temerarious conduct he must bear 
the responsibility.” That responsibility was wrongly 
contended to be the full amount wrongly paid. The 
judge held, however, that under the words of section 215 
(now section 276 of 1929 Act) the Court had a discretion. 
R 
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“It is true,” he said, “ that it can only be under very 
exceptional circumstances that the Court can be called 
upon to exercise its discretion in favour of an officer 
of a company in case of misapplication or retention of 
money, misfeasance or breach of trust. But 

I think such circumstances exist here.”” Whereupon he 
made the order we have stated above. 

Subsidiary points calling for notice are these. On 
behalf of the liquidator it was argued that he could seek 
refuge in an Article of the Company absolving officers 
of the company from liability except for fraud. On the 
construction of the Articles the learned judge held that 
the liquidator was not “an officer of the company ” 


within them. In any event the Articles, although 
extending to protect directors and other officers whilst 
a going concern could not anticipate a contract between 
the company and its liquidator. Again it was sought to 
justify part of the proof of the London Guarantee Com- 
pany as upon “ an account stated,” but the judge rightly 


held that the contract between the two companies being 
absolutely null and void in their entirety, special items 
cannot be singled out and treated as valid claims upon 
an account stated. And, finally, Mr. Justice Maugham 
concisely stated the position of a liquidator examining 
a proof for admission or rejection as being the same as 
that of a trustee in bankruptcy as laid down in “ In re 
Van Lann (1907), 2 K.B., 22. 

The next case to be noted is that of Collins v. Asso- 
ciated Greyhound Racecourses, Lid. (1930), 1Ch. xr. In 
this case the report covers thirty-seven pages—an 
undue length—-for the facts that are relevant to any 
points of law can be stated quite shortly. Really, if a 
lay journal can venture any opinion, modern law reports 
are too long and diffuse. Hence the advisability of a 
brief and comprehensive summary. The facts were that 
the defendant company was promoted by people who 
issued a preliminary prospectus before incorporation 
and so obtained underwriters of the proposed issue of 
shares. The company adopts the prospectus. There 
is a material, though innocent, misrepresentation. Now 
had the original underwriters been misled by it they 
might have had occasion for complaint. There was no 
evidence of that. But in regard to one of their sub- 
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underwriters a claim was made for the rectification of the 
register by removal of his name from the register of mem- 
bers as the holder of 8,160 shares of 5 per cent. and repay- 
ment of £1,224, the total amount paid by him, with interest 
at 5 percent. As stated by Mr. Justice Luxmoore, three 
questions fell to be answered by the Court: (1) Did 
the prospectus contain any material misrepresentation ? 
(2) If it did, did the plaintiff (the sub-underwriter) rely 
on the day’s prospectus? and (3) If so, is he entitled to 
any of the relief claimed, the application having been 
made in the name of the underwriters contracting with 
the company, with whom, in turn, he (the plaintiff) had 
contracted ? 

The two first questions were answered in the plaintiff's 
favour by the judge, but the third question against him. 
Hence the action failed. On this last question the facts 
were ascertained to be that the underwriters had undertaken 
a block of shares, presumably as principals, and really as to 
the 8,160 shares ultimately allotted to the sub-under- 
writer (the plaintiff) they were agents for an undisclosed 
principal. They actually obtained the allotment from 
the company and signed a form of renunciation in favour 
of the plaintiff as sub-underwriter. They purported, and 
in fact, did contract with the company as principals, 
and the company did not know they were agents for 
an undisclosed principal. As stated by Lord Justice 
Lawrence— “‘ A contract to become a member of a com- 
pany is one of that class of contracts in which an un- 
disclosed principal cannot insist on taking the place 
of a party apparently contracting on his own account.” 
The plaintiff having taken the benefit of the renunciation 
of the main underwriters in his favour is placed on the 
register by reason of his contract with them and not with 
the company. Although in fact, therefore, the judge 
found he had relied on the advance prospectus, the com- 
pany and he were not in privity on the basis of the pros- 
pectus but the sub-underwriter was placed on the register 
on the basis of the contract between underwriter and 
sub-underwriter. 

The third case to which we may refer illustrates the 
jealousy of the Courts to see that a debenture-holder’s 
action is in the proper hands for conduct where the suing 
debenture-holder’s conduct itself may be open to investi- 
R2 
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gation. A “‘one man” company’s business is to let flats and 
grant loans to another ‘one man” company—both 
companies being under the same control. The con- 
trolling hand has debentures in the first company and 
commences a debenture-holder’s action. On application, 
the Court transferred the conduct of that action to some 
other debenture-holder, for it was clear that the original 
plaintiff’s dealings with the letting company called for 
investigation, and only by an independent plaintiff was 
this investigation secured. In ve The Services Club Estate 
Syndicate, Ltd—McCandlish v. The Company (1930), 
I Ch.,78. Needless to say the learned judge (Mr. Justice 
Maugham) expressed no opinion on the exact relations 
between McCandlish and the company, but it was in 
his view desirable that an independent person should 
have control of the action with a view to facilitating 
investigation if found desirable. 


The Bank Manager 


Winding up 
By P. D. Willcock 


CAPITAL 


There are three modes of winding up: ({i) by the 
court, (ii) voluntary, or (iii) subject to the supervision 
of the court, and whilst the amendments of the law by 
the new Act of 1929 affect all three modes the most 
important of these relate to voluntary winding up. 

(i) By the Court 

As the law stood prior to the passing of the new Act 
a petition to wind up a company with {10,000 or less 
of paid-up capital had, if the registered office of the 
company was situated within the jurisdiction of a County 
Court, to be presented in the County Court, although 
its assets might be largely in excess of that sum, and 
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questions might and, in fact, did frequently arise in the 
liquidation which were obviously more suitable for the 
determination of the High Court. For these reasons the 
“Greene ’’ Committee reached the conclusion that the 
provisions of Section 131 of the Act of 1908 with regard 
to the jurisdiction of the various Courts had not worked 
satisfactorily, and they recommended that the High 
Court should be given jurisdiction to wind up all com- 
panies, and that such jurisdiction should be concurrent 
with that of the other Courts mentioned in Section 131 
of the Act of 1908. Further, in order to enable liquidations 
in the High Court where the business is of a local character 
to be conducted conveniently and inexpensively, they 
considered that Section 146 of the Act of 1908 should 
be so amended as to include in the definition of “‘ Official 
Receiver ’’ any Receiver whom the Court may specially 
appoint. This would enable the High Court to appoint 
the Official Receiver attached to a County Court circuit 
in cases where the details of the liquidation could most 
conveniently be carried out locally. 

Full effect has been given to these recommendations 
and in Section 163 of the Act of 1929 will now be found 
the new provisions giving the High Court a general 
jurisdiction to wind up any company registered in 
England, and retaining the concurrent jurisdiction of the 
County Court in cases where the share capital of a com- 
pany paid up or credited as paid up does not exceed 
£10,000, and also that of the Palatine Courts as regards 
all companies whose registered office is within their 
jurisdiction. 

Again, by Section 180 of the new Act, the Court is 
empowered to appoint any officer to act as Official 
Receiver in the winding up. 

From the banker’s point of view it is a matter of 
satisfaction that the High Court is now given this general 
jurisdiction ; for where the County Court has jurisdiction 
it can deal with all matters arising in the winding up, 
including the setting aside of debentures, even though 
the amount involved may be very large. It may well 
be advantageous in the future to be able to invoke the 
jurisdiction of the High Court in such cases by applying 
for a transfer of the proceedings under Section 165 of 
the new Act. 
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COMMENCEMENT OF THE WINDING UP 

As, in the past, in the case of a winding up by the 
Court, the winding up dates from the presentation of the 
petition (S. 175) and in the case of a voluntary winding up 
from the passing of the resolution (S. 227). But where a 
winding up order is made after a voluntary winding up 
has commenced a change is made by Section 175 of the 
new Act of 1929 to the effect that the winding up will, 
in future, be deemed to have commenced from the passing 
of the resolution to go into voluntary liquidation, but all 
proceedings taken in the voluntary winding up are to 
be deemed to have been validly taken unless the Court 
otherwise directs. 

Under the old law, mortgages, charges, assignments 
or conveyances were liable to be impeached on the ground 
of fraudulent preference only if executed within three 
months preceding the date of the petition, but in future if 
a voluntary winding up is followed by compulsory 
liquidation, such dispositions will be liable to be set aside 
if fraudulent within the meaning of the bankruptcy rule, 
if created, within three months preceding the date of the 
resolution to go into voluntary liquidation. 

A knowledge as to the exact date when a winding up 
is deemed to have commenced is a point which intimately 
affects bankers generally and, touching the question of 
“‘ resolutions ’’ as affecting the matter, it may be recalled 
that in 1925 it was decided in the case of Neuschild v. 
British Equatorial Oil Co. (1925, Ch. 346), and the earlier 
cases therein cited that resolutions passed at any ad- 
journed meetings were in law considered to have been 
passed on the day on which the original meeting was 
held. 

It was pointed out to the ‘‘ Greene ’”’ Committee that 
this might lead to the ante-dating of liquidations, with 
attendant inconvenient results. This anomaly has now 
been removed by Section 119 and Section 287 of the Act 
of 1929 which provide that a resolution passed at any 
adjourned meeting of (a) a company ; (b) the holder of any 
class of shares in a company; (c) the directors of a 
company ; or (@) any creditors or contributories of a com- 
pany must be treated for all purposes as having been 
passed on the date on which it was, in fact, passed, and 
not at any earlier date. 
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(ii) Voluntary Winding Up 


It is estimated that about go per cent. of the com- 
panies which are wound up are wound up voluntarily 
and this is in accordance with the scheme of the Com- 
panies Acts which contemplates voluntary winding up 
as the normal mode of liquidation. In future these 
liquidations will be of two kinds, namely, either 

(1) A members’ winding up; or 
(2) A creditors’ winding up. 

A considerable amendment of the law has been made 
in order to give to creditors an effective control of volun- 
tary liquidations where the company is insolvent. 

Obviously shareholders of an insolvent company can 
have no real interest in the winding up, except in so far 
as their shares may not be fully paid, and yet in the past, 
the general control of the winding up has frequently 
been in their hands to the total exclusion of the creditors 
who were the persons most concerned with the proper 
realization of the assets, but had no say in the matter. 
In such cases, for example, it has been the shareholders 
who have appointed the liquidator, filled up vacancies 
in his office and. fixed his remuneration. It has been the 
shareholders who have, pursuant toSection 214 of the 
Act of 1908, sanctioned or declined to sanction the 
liquidators’ proposals to pay any classes of creditors in 
full, to make any compromise or arrangement with 
creditors, or to make any compromise in connection with 
calls or liabilities to calls. Again, it has been the share- 
holders before whom the accounts have been laid, and 
in this and many other ways the winding up has been 
treated as their affair instead of that of the creditors. 
Lastly, inconvenience has been experienced by the 
continuance in office of a liquidator appointed by the 
shareholders for several days until a meeting of the 
creditors was called by him in accordance with the pro- 
visions of Section 188 of the Act of 1908. One result 
of this anomalous state of affairs has been the noticeable 
failure of liquidators to take steps to prosecute offences, 
in some cases of the most flagrant character. 

The recommendations of the committee are intended 
to have the effect of transferring the powers of the share- 
holders to the creditors in all cases where the company is 
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insolvent, and the method of ascertaining whether the 
course is to be pursued is as follows :— 


A MEMBERS’ VOLUNTARY WINDING UP 


It is provided by Section 230 of the new Act that 
where a voluntary winding up is contemplated in the 
case of a solvent company, a majority of the directors 
may, at a meeting of directors held before the sending 
out of notices of the meeting at which the resolution 
for winding up is to be proposed, make and file a statutory 
declaration to the effect that they have made full 
inquiry into the company’s affairs, and are of opinion 
that the company will be able to pay its debts in full 
within twelve months of the resolution for winding up. 
If this declaration is delivered to the registrar for regis- 
tration before the sending out of notices of the meeting 
at which the resolution is to be proposed, it ensures 
that the voluntary winding up will be a MEMBERS’ 
voluntary winding up. 

The shareholders in general meeting then appoint 
the liquidator and control the liquidation. 


A CREDITORS’ VOLUNTARY WINDING UP 


In any case where the declaration of solvency has 
not been made in accordance with the provisions of 
Section 230, or not delivered to the registrar within 
the time allowed, then the winding up will be a CREDITORS’ 
voluntary winding up (S. 230 (2), (3)). 

Section 188 of the Act of 1908, to the effect that the 
liquidator was to call a meeting of the creditors not less 
than 14 or more than 21 days after his appointment, has 
been repealed, and provision has been made by Section 238 
of the new Act to the effect that where the declaration 
of solvency has not been made, the company must 
call a meeting of creditors for the same day as, or the 
next day after, the meeting at which the resolution 
for voluntary winding up is to be proposed; the meeting 
is to be advertised in the Gazette and the notices convening 
it are to be sent by post to the.creditors simultaneously 
—— the notices convening the meeting of the share- 

olders. 
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This will ensure that the creditors obtain an oppor- 
tunity to exercise the new powers conferred upon them 
in regard to the appointment of the liquidator. 

The creditors and the company may each nominate 
a liquidator, but if they nominate different persons, 
the creditors’ nominee will be the liquidator, and if the 
creditors make ro nomination then the company’s 
nominee (if any) will be the liquidator. 

By way of affording a measure of protection against 
unsuitable appointments by the creditors, any director, 
member, or creditor may, where there are different nomi- 
nees, apply to the Court for a direction that the company’s 
nominee shall be liquidator instead of or jointly with 
the creditors’ nominee. 

Lastly, the creditors, at their meeting, may appoint 
a committee of inspection consisting of not more than 
five persons, and if such committee is appointed the 
company may also appoint not more than five persons 
to be members thereof, subject to the powers of the 
creditors to disapprove of any persons so appointed 
unless the Court otherwise directs (S. 240). The com- 
mittee of inspection or the creditors may fix the 
liquidator’s remuneration and, on his appointment, all 
the powers of the directors cease, except in so far as the 
committee of inspection or the creditors sanction their 
continuance (S. 241). 
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The Union Bank of Scotland 


Centenary 


By R. H. Mottram 


LL Gaul, we know, was divided into three parts. 
A The same is true at least of modern Caledonian 

banking. Differing utterly from the huger, more 
amorphous growths in England, that have come to own 
certain individual institutions, Scottish banks consisted 
of the old Chartered Banks, the newer Chartered Banks, 
and the Banking Companies of Liability Limited under 
the various Acts, Of all these, the Union Bank of Scot- 
land, a member of the third class, has a most curious 
history, brought to mind by the fact that, in February 
1930, it celebrates its centenary. The centenary, it should 
be noted, is actually the hundredth year since the forma- 
tion of its parent Glasgow Union Banking Company, but 
the connection really goes back to the days of the old 
private banking, which is perhaps as ancient as, and is 
certainly more completely buried than its English 
equivalent ; while since that date, the Union Bank would 
seem to typify the amalgamation principle that is far 
more an English characteristic, and, indeed, to have 
discovered it half a century earlier than its southern 
compeers. 

Such are the conclusions readily enough drawn from a 
survey which has the advantage of looking back over a 
century of steady growth. Nothing of this, however, 
was visible to those gentlemen, eighteen in number, who 
signed the prospectus and invited subscriptions to the 
Glasgow Union Bank on January 1, 1830. The document 
to which they put their names, and to which was added 
eleven further names of promoters in towns as far afield 
as Edinburgh, Greenock, Stirling, Perth, Ayr, Lanark, 
Haddington, Dunbar, Dunblane, Paisley, and Hamilton, 
breathes the spirit that has made Glasgow the second 
city in the Empire, the vigorous contentiousness that 
would suffer neither patronage nor yet neglect on the 
part of the older capital, of the Clydeside, nascent metro- 

lis which could even then boast (and did so, in fact, 
in the first paragraph of the prospectus) of having grown 
since 1760 from 25,000 to 200,000 souls. 
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For the invitation to the formation of the new bank 
begins with a bitter, if reasoned complaint. Three local 
banking establishments, we read, were so “ inadequate 
to answer the demand for bank accommodation that no 
fewer than nine branches of banks, not indigenous to 
Glasgow, have been introduced to supply the deficiency.”’ 
The sting, however, comes two lines further on, where 
it is pointed out with perfect, if somewhat indignant 
logic: ‘“‘ Thus others have been allowed to reap those 
profits which, had her own citizens been more active, 
more alive to their own interests, would be realized 
by themselves.” 

Dumbfounded at the thought of Glaswegians being 
accused of a lack of activity, we may here discern one of 
those vital contrasts that makes Scottish nationalism 
a live if tempered force to-day. It can never be suffi- 
ciently remembered that, to a comparatively late epoch, 
Scotland, and especially modern industrial Scotland, 
had remained a poor and remote country, and that there 
had been foreign and even internecine influences deter- 
mined to keep her so. No attempt to stifle natural 
ability has ever been more futile or more deeply resented. 
It must be plain to any fair-minded reader of the records 
that the promoters of the new bank were not going to 
stop at righting a local wrong. It is true that they 
were primarily concerned with the inconvenience of 
merchants who had to come to Virginia Street, Queen 
Street, or New Exchange, the “singular fact” that 
“along the whole line of the Trongate there is no bank 
farther east than Glassford Street,’’ and the determination 
of the county gentlemen, “at a meeting held lately” in 
Hamilton : ‘ That the county has a deep interest in 
whatever tends to promote the commercial prosperity 
of the City of Glasgow.” Yet, although these grounds 
were sufficient to account for feeling within the city and 
for the support promised from Greenock, Ayr, Lanark, 
Paisley, and Hamilton, subscriptions were invited not 
only in Stirling and Edinburgh, but Perth, Hadding- 
ton, Dunbar, and Dunblane, towns far distant by coach 
and already within the orbit of older banks. 

This was carrying war into other people’s country. 
And that it could be done successfully, Mr. Kinnear, “a 
most intelligent Edinburgh banker,” is quoted, as proof, 
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to have testified to the House of Commons that branches 
of the Bank of Scotland had been closed where local 
competition had become too hot. So we come to the 
peroration : “‘ Now is the time therefore to institute a 
Banking Establishment . . . with large capital . 
numerous proprietors . . . formed upon liberal, yet safe 
principles, offering local advantages almost unprece- 
dented.” “‘ To insure the respectability of the Company 
and to prevent all jobbing of Stock, it has been resolved 
....’ and there follow nine articles, envisaging a 
capital of two millions in 8,000 shares of £250, 20 per cent. 
called, no subscription for more than 100 shares, an 
option by the company over all sales of its stock, ‘‘ part- 
ners allowed to operate upon their shares to the extent of 
one-half of their advanced stock, upon the principle of a 
cash credit account,” the whole to be managed by a 
governor, deputy, ten ordinary and ten extraordinary 
directors at proper meetings, and to be considered formed 
when 4,000 shares were subscribed and to commence 
business when these were paid up. In fact, 468 partners 
put up £350,000, for on April ro of that year, ‘ Your 
mo: obedt. servant, Jas. A. Anderson,” the manager was 
able to circularize the partners that “ there is now a fair 
prospect of having the Glasgow Union Bank in full opera- 
tion early in May”’ at the “ warehouse lately occupied 
in Old Post Office Court by Lilburn and Moir,” and 
adjuring them to “ influence their friends in favour of 
the establishment.” 

It is evident enough that they did so, for in 1836 they 
were able to absorb the Thistle Bank. This was an 
ancient institution founded by Sir Wm. Maxwell of 
Pollock, Bt.,of Jas. Ritchie & Co., in 1761, a firm notorious 
for the forgeries of its notes, for which Wm. Herries had 
been hanged in 1768, and of which one Raybould, who 
was transported in 1817, had passed no less than 452 
forged notes of {1 and had 9,677 more in his possession. 

Then, in 1838, the Paisley Union Banking Company 
was annexed, and here again the most vivid memory 
that remains is of a great robbery by Mackcoull, an 
almost legendary figure, suspected of being the murderer 
of Begbie, the British Linen Co.’s servant, in 1806, and 
who knew how to spirit his confederates out of the 
hulks. The story is long and interesting, but the salient 
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point is the picture we can form of the conditions under 
which the Glasgow Union had opened. For Mackcoull 
did not deny or conceal the robbery, which he organized, 
of the Glasgow office of the Paisley Union Bank. Re- 
maining in hiding, he treated, through his wife, with the 
authorities, and eventually returned {12,000 of the 
booty, retaining the remainder. When, years later, he 
was arrested, he commenced an action against the bank. 
That, however, was too much for Scottish common sense, 
and he died in gaol. 

In spite of such conditions the Glasgow Union Bank 
grew. The next acquisition (in the same year as the 
Paisley Union) was the Edinburgh business of Sir Wm. 
Forbes, James Hunter & Co., an offshoot of the original 
Coutts. It is through this connection that the modern 
Union Bank is able to claim descent from Coutts’ Bank 
of 1723. Sir Wm. Forbes, diarist and sage, also shows 
us through what vicissitudes the banking of that day 
had to pass. His was one of the few private banks to 
survive the crash of the influential, but short lived and 
shockingly managed, Douglas Heron & Co., whose col- 
lapse, in 1772, was the major Scottish financial disaster 
of the eighteenth century, just as that of the Darien 
Company was of the seventeenth, and the City of Glasgow 
failure of the nineteenth. Sir William has left us his 
assurance that he gave up speculation (i.e. in commodities 
that the banker now no longer deals in) in 1761. Another 
link with the disastrous Border Bank was formed by the 
absorption in 1843 of Hunters & Co., of Ayr, for Hunter 
had been a cashier in Douglas Heron & Co. This firm 
had absorbed in 1831 the Kilmarnock Banking Company, 
that had existed since 1802. The enlargement was only 
part, however, of the main event of that year, in the 
bank’s history. 

Coupled with the amalgamation with the Glasgow 
and Ship Bank, the whole concern now assumed the 
modern title of Union Bank of Scotland, reducing its 
capital to a subscription of one million, half paid. The 
Glasgow and Ship Bank was itself an amalgamation of 
the Glasgow Banking Company, which had been founded 
with a fully-paid capital of £100,000 in 1809 by the 
Dundee New Bank, and of the historic, almost heraldic, 
Ship Bank. This latter actually dated from 1749, having 
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continued the business of Dunlop Houston & Co., who 
were agents of the Bank of Scotland during the period of 
warfare—a more than seven years’ contest—that raged 
from the inception of Dunlop & Co., to 1763, between the 
‘old’ Chartered Bank of Scotland and the “ new”’ or 
Royal Bank of Scotland. Glasgow had been during 
that time a common ground of competition in the putting 
out of notes. Those days were far behind when the new 
Union Bank of Scotland saw its deposits leap from the 
£1,613,900 of the year of its foundation to {5,112,157 of 
1844. Nor did it stop there. In 1849 it took over the 
Banking Company in Aberdeen that dated from 1767, 
and in 1857 the Perth Banking Company, that had 
succeeded in 1787 the old Perth Union Company of 1766. 
So that, without charter, and run upon lines essentially 
modern and drastically Scottish, the Union Bank was 
well established, not only in its birthplace, but in the 
older capital, where its notes were made equally payable, 
and in all directions up and down the country. Scottish 
in its ways it certainly was. It carried to extremes those 
qualities of caution and reticence that were to differen- 
tiate the new industrial Scotland centered more and 
more in Glasgow, from the ancient, more than feudal, 
almost tribal Scotland that perished in 1745. The 
published statement of the Glasgow Union Banking 
Company in 1831 had run thus briefly :— 

Assets £748,804 gs. 1d. Obligations £748,804 gs. 1d. 
A model of succinctness. By 1836, however, a more 
detailed statement was being submitted, and in 1846 
the annual report went so far as to point out of the 
Act of 1844 that “In the main its enactments proved 
signally inefficient.” 

This brings us to another very strongly national 
characteristic, that is firmly marked in the career of the 
Union Bank of Scotland. We have noticed how small a 
part the private bank typical of England played in a 
country where banks were either founded on Charter, 
or deeply bedded upon a keen industrious democracy. 
The other distinguishing difference is the habit of supply- 
ing currency in small denominations that is still retained 
north of the Tweed, and was, until 1914, practically 
unique. 

It was in this phase of activity that the crucial test 
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of the Union Bank was to come. It seems easy in these 
days of government-regulated and widely supported 
credit, for a bank to flourish. It was far more dubious 
a century ago. In 1832 there had been founded in 
Glasgow the Western Bank of Scotland, whose 471 
partners subscribed {600,000 capital, and shortly in- 
creased it to {1,708,000. ‘‘ Alas for Scotch sobriety 
in banking matters! ’”’ laments Mr. Boase, the historian. 

Worse was to follow. In 1839 the City of Glasgow 
Bank opened with £670,000 capital subscribed by 779 
persons. By 1857 the Western Bank was in difficulties, 
owing, it is said, to the American situation, though any 
other cause might have drawn in the Western. Martin- 
mas aggravated the demand for specie, and even at that 
date the old foolish notion that one individual could save 
his skin in a panic was still held by the banks of the 
period. The City of Glasgow and the Union refused to 
pay the Western’s notes, owing to the adverse clearing 
balance. The panic rose to such a height that the City 
had to suspend for a month, while the Union issue rose 
from £654,000 on November g, to £934,000 on the roth, 
and the crowd looked so ugly that the magistrates had 
the military in readiness. The Union survived, but the 
City, reopening, only postponed its evil day until October 
1, 1878, when its even worse crash involved the infliction 
of such hardship on the smail, unlimited shareholders, in 
the way of calls, that the principle of limited liability 
became rapidly recognized. 

From the ’eighties on, calmer days prevailed, the 
fruit partly of good management, efficient and public 
audit, partly one may believe, of the spread of education 
and common sense among the business public. 

Neither the Overend Gurney crisis of 1866 nor the 
Baring shock of 1890 affected the Union Bank, which 
was, at the latter date, engaged in financing the Forth 
Bridge construction. To-day, upon a basis of £1,000,000 
paid-up capital, the Union receives deposits of twenty- 
seven million, and maintains a note issue of two and a 
half millions, having on the other side, resources of 
thirty-three millions, and a service of 195 branches in 
Scotland and two in London. 

Such is the history of a very typical, very national 
Scottish banking institution. 
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Insurance and the Traffic Bill 


By an Insurance Correspondent 


OMPULSORY insurance, which has been embodied 
é in the new Road Traffic Bill, is one of those subjects 

that divide by a sharp line all the men in the 
street from all the experts. The men in the street see 
the problem quite clearly and simply :—-“ Here,’”’ they 
say, ‘‘ you have on the road engines of enormous danger 
and terrible powers of destruction, controlled by whoever 
can raise 5s. to pay for a licence, and killing every year 
large numbers of peaceful citizens walking the road on 
their lawful occasions. To those who are so killed by 
the negligence of those who drive the engines compensa- 
tion, the law says, shall be payable. Then let the law 
follow the trail of its own logic and see that compensation 
that is payable shall be paid. Make every one insure.” 

The experts’ view of the problem is of necessity rather 
less simple and needs more detailed treatment in its 
development; but, as the Bill cannot be understood 
unless the experts’ argument is appreciated, the objections 
to compulsory insurance that these tiresome experts 
advance will have to be set out one by one :-— 

First, says your expert, compulsory insurance raises 
the cost of insurance to everybody, good and bad alike, 
because the expense of settling claims is increased, and 
to that expense premiums must always be adjusted. 
The expense of claim settling is raised by compulsory 
insurance for two reasons, (a) that juries who know that 
the defendant is not paying his own damages always 
behave more generously to the plaintiff, and (b) because 
in practice bad risks will be forced on the insurance 
companies, and to pay for these bad risks the scale of 
premiums will have to go up. Nothing keeps the premium 
paid for a good risk down to a reasonable figure but the 
benefit of selection enjoyed by the insurance company, 
and the experience that enables the company to take 
advantage of that benefit. Deprive the company of that 
benefit and up goes the cost of insurance to the good risk 
whose unhappy duty it is to pay for the bad. The 
record of other countries in which compulsory insurance 
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has been tried proves the reality of these dangers, for 
in those American states in which all motorists must 
insure the claims record has jumped up and premiums 
have followed. 

Secondly, says the expert, it is essential to remember 
that an insurance policy is not a document like a bank 
note ‘‘ payable to bearer on demand.”’ On the contrary, 
it is a contract between two parties entered into on certain 
conditions, involving obligations on both sides, and 
voidable if those obligations are broken. The insurance 
company, for its part, agrees to make good to the insured 
such losses as are defined in the policy falling on his 
shoulders, while the policy-holder for his part agrees 
to give to the insurance company all the material informa- 
tion that it needs for assessing the risk, undertakes that 
the answers he puts down in his proposal form are correct, 
and promises inter alia that the car he is insuring will 
be maintained in a road-worthy condition, and that if 
he does knock anybody down he will make no admission 
of liability, but will advise the insurance company at 
once and leave the injured man’s claim to the company 
to negotiate. These conditions are, some of them, bred 
in the bone of British law and have been the foundation of 
every insurance contract since the days of Lord Mansfield, 
while others are common to every motor car insurance 
and essential to every insurance policy. But, adds the 
expert, what is going to happen when the pedestrian is 
told that every driver is insured for third party risks? 
He will care nothing about the subleties of the lawyers, 
the duty of full disclosure, the undertaking not to admit 
liability ; but as he lies in hospital recovering from his 
wounds he will comfort himself by the thought that 
anyhow the driver was insured. What will he say 
when he comes out of hospital and hears that the driver, 
who has no money of his own, cannot pay, and that the 
insurance company denies liability because the policy 
was void for concealment or for distortion of material 
fact, or for admission of liability contrary to the terms 
of the policy. He will turn round on Parliament and 
say : ‘1 have been let down by your compulsory insurance. 
It is true that the driver who smashed me up is insured, 
but the policy is a dud.” 

To reconcile the views of the man in the street and 
s 
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of the insurance company’s accident manager was the 
task of the Minister of Transport when he sat down to 
draft the insurance section of the Traffic Bill. It was 
already decided (and few will differ from the decision) 
that it was intolerable to leave the lives of pedestrians 
at the mercy of any reckless lunatic who chose to buy 
a car and drive it uninsured along the roads of England. 
It was also—so it would appear—felt that unreasonable 
sacrifices must not be demanded of the insurance com- 
panies or of the careful drivers who might have to pay 
in increased premiums for the cost of converting a system 
of insurance into a general scheme of indemnity. The 
lines on which he proceeded in drafting his Bill are 
roughly as follows :— 

It is made unlawful for any person to use or allow 
any one else to use a motor unless “ there is in force 
in relation to the vehicle ’’ while being so used, either 
a policy of insurance against third party risks or a 
“security ’’ which is the alternative to a policy allowed 
by the Bill. The“ security ”’ is not likely to be commonly 
used because for nine hundred and ninety-nine owners 
out of every thousand a policy is obviously the more 
handy, and it is not easy to see where the owner who 
dislikes insurance is prepared to find anyone prepared 
to give security in accordance with the terms of the Bill. 
The security, as the alternative to a policy, must be 
given by some “recognised body of persons which 
carries on in the United Kingdom the business of giving 
securities of a like kind and which has deposited and 
keeps deposited with the Accountant-General of the 
Supreme Court the sum of fifteen thousand pounds in 
respect of that business.” In practice, no “body of 
persons,” apart, possibly, from a few trade organisations, 
is likely to think it worth while to make this big deposit 
in order to give security against third party risks, and 
the Bill may be taken to affect insurance companies and 
underwriters only, and to impose on owners of motor 
vehicles the plain duty of taking out policies of insurance 
with some company or underwriter who has complied 
with the terms of the Assurance Companies’ Act of 1909. 

Together with the policy, the insurance company 
must deliver to the insured person a “ certificate in the 
prescribed form” containing “such particulars of any 
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conditions subject to which the policy is issued ’’ as may 
be prescribed by the Minister of Transport. Any one 
driving a car may be called upon at any moment by a 
policeman to produce his certificate, just as he may be 
called on at present to produce his driving licence, so that 
every driver, if this Bill becomes law in its present state, 
will have to see that the car and he between them are 
equipped with three documents—(a) the car licence, 
(b) the driving licence, (c) the certificate. In this trinity 
of documents lies all that is necessary to the salvation of 
the motorist. 

As to the nature and conditions of the policy the 
Bill says little; in fact, it says one thing only, that— 

“Any condition in a policy or security issued or 
given for the purposes of this part of this Act, providing 
that no liability shall arise under the policy or sectirity 
or that any liability so arising shall cease in the event 
of some specified thing being done or omitted to be done 
after the happening of the event giving rise to a claim 
under the policy or security shall be of no effect.” 

In everyday language the meaning of this formidable 
looking sentence is that an insurance company will no 
longer be able to say to its insured: “ If you admit 
liability to an injured person after an accident this 
policy is void,” and even though the driver of a car 
rushes forward to the victim with a full and immediate 
admission of liability the insurance company will have 
to pay the victim. Furthermore, if the driver does 
what drivers sometimes do and fails to report the accident 
to the company, his delay will be no defence for the 
company as against the injured person. In other words, 
the plea of prejudice is no longer available to the insu- 
rance company or underwriter against the victim though 
the company will still be entitled to take action against 
the insured if it so desire. The prejudice plea’ is no good 
against the victim but may be a good ground of action 
for recovery from the assured. 

To this extent the Bill does limit the powers of the 
insurance companies and interfere with their freedom 
of contract, but no further. There is nothing in the 
Bill compelling companies to accept proposals they do 
not approve or determining the rates at which business 
is to be written or limiting the principle of full disclosure 
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of material facts, which is the foundation stone of every 
policy of insurance. As the Bill stands the companies 
retain their freedom. But modern Parliamentary drafts- 
men, as Lord Hewart has pointed out, have solved, in 
their own way, the problem of making one act do the 
work of three or four, and by inserting an innocent looking 
clause that gives powers to a government department 
to do this that or the other, they have a knack of getting 
Parliament to sign a blank cheque in favour of the perma- 
nent official. This Bill is no exception to the modern 
vogue and, unless a layman has misread clause 40 as 
it is drafted, the Minister of Transport for the time being 
may at any time impose almost any conditions as to the 
terms and conditions of the company’s insurance by 
“ prescribing ’’ the form of the certificate that a driver 
must carry with him. If this interpretation of the Bill 
is correct, then what it really does is to say that every 
driver must be insured against third party risks, and that 
his insurance must comply with such conditions as the 
Ministry of Transport may from time to time prescribe, 
so that the insurance companies must give whatever 
cover and agree to whatever conditions the Ministry at the 
moment thinks proper. 


International Banking Keview 


UNITED STATES 


HE accounts for 1929, published by a number of 
leading banks both in New York and in other 
parts of the United States, show in most cases 
record net profits. This was largely the result of the 
increased activity brought about by the boom during 
the first three quarters of the year, but genuine trade 
expansion had also a fair share in increased earnings. 
Though many banks raised their capital during the 
past year, the increase of profits was in most cases more 
than proportionate to the increase of capital awaiting 
remuneration. It is difficult to know how far the 
accounts took into consideration the losses suffered by 
the banks through the Wall Street slump, either through 
the depreciation of stocks bought in support of the 
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market, or through the running off of margins of loans 
on securities. Possibly the losses were written down, 
or at least allowed for, and were covered out of the 
hidden reserves so as not to interfere with declared 
profits, as it was of importance to create an atmosphere 
of optimism by showing improved results. 

The banks are pursuing a very conservative reserve 
policy. To mention only one example, the First National 
Bank of New York, whose net profits amounted to 
$20,675,360 on a share capital of $10,000,000, trans- 
ferred $10,000,000 to the reserves, which now attain 
the tenfold of the share capital. The balance sheets 
of all banks indicate a very pronounced increase of their 
activities. 

In spite of the general setback caused by the Wall 
Street slump, the process of expansion of banks through 
amalgamation or capital increase continues, though to 
not nearly as large a scale as before the turn of the trend. 
The Northwestern Trust and Savings Bank, Chicago, 
and the Home Bank and Trust Co., Chicago, have agreed 
to amalgamate. The new bank’s capital will amount 
to $2,500,000, it will have a reserve of $1,000,000, and 
its total resources will amount to over $30,000,000. The 
Northwest Bancorporation group of Minneapolis, one of 
the leading chain banking groups, has acquired recently 
three additional banks, so that at present the total 
number of banks under its control is 88, with combined 
resources of $475,000,000. The Atlantic National Bank, 
Jacksonville, Florida, is increasing its capital from 
$2,500,000 to $3,000,000. The shares will be issued at 
a premium of 200 per cent. The combined capital 
resources of the Atlantic National Bank and of its 
affiliate, the Atlantic Trust Co., will amount to $5,000,000. 


FRANCE 

The Bank of France declared a final dividend of 
285f., making a total of 520f. for 1929, against 35of. 
for 1928. This increase is probably without precedent 
in central banking, but it is more than warranted by 
the increase of the earnings of the bank. This was due 
to the expansion in its earning assets in France and 
abroad, brought about by the augmentation of the note 
circulation, and of the higher rates of interest obtained 
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abroad. In spite of the increase of the dividend— 
which was largely anticipated—-the net yield of the 
shares is hardly over 2 per cent. Owing to the excep- 
tionally strong position of the bank, general optimism 
prevails as to its prospects. There has been consider- 
able buying of its shares recently on foreign, especially 
German, account. The yield of other leading bank 
shares is also comparatively low. In France, as in the 
United States, it is the habit of the investing public to 
attach more importance to prospective capital apprecia- 
tion than to the actual yield of bank shares. It seems 
that the optimism as to the earning prospects of French 
banks is largely justified. Business conditions in the 
country leave little to be desired, and the margin between 
deposit rates—which are largely determined by the 
Bank Rate—and lending rates—which are well above 
the Bank Rate—-is exceptionally wide for a country with 
a stable currency and with ample financial resources. 
Thus commercial banking is highly profitable, while, 
owing to prosperous business conditions, the risk is 
comparatively small. 

The new issue market is likely to increase considerably 
in activity during the course of the current year. French 
industrial and commercial enterprises, which borrowed 
after the war at high rates of interest, are anxious to take 
advantage of better conditions and to convert their 
debt. There is also a strong demand for mortgage 
credits which will provide a fair scope for profitable 
transactions. The reduction of stamp duties will also 
contribute to bring about a revival of issuing activity. 
and will reopen the Paris market for foreign loans. 
Lastly, the efforts to increase the importance of Paris 
as an international money centre may also bring about 
some expansion of banking activity, though not 
necessarily in the first year. 

At the first general meeting of the newly formed 
Banque Francaise d’Acceptation, M. Jean Velay, formerly 
Paris representative of the Irving Trust Co., of New 
York, was appointed director-general. 

In France, as in other countries, the process of 
transformation of private banks into joint stock com- 
panies is making progress. The Banque Jules Gommes 
& Cie., Bayonne, which was established in 1843, has been 
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transformed into a joint stock company with a capital 
of 10,000,000f., with the participation of the Credit 
Commercial and of Lazard Fréres. 


GERMANY 


The wholesale failures of small banks, both in Berlin 
and in the provinces, continues unabated. There is a 
new failure almost every day. Although most firms 
are of a purely local importance, many of them are old 
and were regarded until recently as being of good standing. 
For instance, the Berlin banking firm, Siegfried Braun, 
which closed its doors recently, was established in 1856, 
while the Magdeburg house, H. L. Banck, is 110 years old. 
There is much talk about the establishment of a central 
organisation of private banks whose object would be to 
secure support for its members. The scheme is not 
viewed with much hope, however, as the leading private 
banks which would be in a position to support the others 
are not likely to join the scheme, and without them 
there would be little benefit in combining thousands of 
firms, most of whom are in need of support. 

As a result of the amalgamation between the Deutsche 
Bank and the Disconto-Gesellschaft, the Deutsche 
Ueberseeische Bank will absorb the Banco Brasileiro- 
Allemao. For each 40 shares of 200 milreis of the latter, 
the Deutsche Ueberseeische Bank will give 3 shares of 
I,000 reichsmarks nominal. 


ITALY 


It has been decided to break up the cartel of Italian 
banks which has been in operation for some time. 
Originally, the cartel was confined to the four leading 
banks, but subsequently a number of smaller banks were 
also admitted. In practice the return to the regime of 
free competition is not likely to make much difference, 
as the margin between deposit rates and lending rates 
to first-class borrowers is not too wide, so that there is 
not much scope for competition. As the amount of 
foreign deposits in Italy is negligible, the change is of 
little, if any, international significance. 

Rumours that the Italian Government intends to 
modify the value of the lira, so as to adjust it to the 
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French franc, continue from time to time to reappear, 
but are received with incredulity. Although it is now 
generally admitted that it was a mistake to stabilize the 
lira at a higher value than the franc, the question is not 
likely to be reopened. As prices and wages have more 
or less adjusted themselves to the new level it would be 
a mistake to disorganize economic life once more by 
means of a deliberate change of the value of the monetary 
unit. 

According to statistics published by the current issue 
of the ‘‘ Annuario delle Banche e Banchieri d’Italia,’”’ the 
total amount of capital of Italian banks increased 
between 1926 and 1928 by 190 million lire, while the 
reserves increased by 229 millions. The total amount 
of creditors increased from 46 milliards to 55 milliards. 

The assets of the Banca Luigi Strada, Milan, which 
suspended payments recently, amount to 29-7 million lire, 
while the total of liabilities is 34-9 million lire. As some 
of the assets are difficult to realize, the bank is unable to 
guarantee a minimum dividend of 40 per cent. to its 
creditors, and was consequently declared bankrupt. 
The Banca Sierra & Co., Milan, suspended payments. 
Its liabilities exceed its assets by about 14 million lire. 

The Istituto Italiano di Credito Fondiario, Rome, is 
increasing its share capital from 40,000,000 lire to 
60,000,000 lire, through the issue of 20,000 shares of 
1,000 lire. 


HOLLAND 


A new bank has been formed in Amsterdam, under the 
name of Rembours en Industriebank. Its share capital 
amounts to 10,000,000 guilders, of which 2,000,000 guilders 
are paid up. The bank was established under the 
auspices of the British and Continental Banking Co., 
Ltd., which was founded some years ago in London by 
the Union des Mines, and in which Hambros Bank 
recently took a participation. 


BELGIUM 


A new bank has been established in Antwerp under 
the name of Bank Unie, with a share capital of 
20,000,000f. It is controlled by the Algemeen Belegging- 
skantoor and the Handelsbank, both of which belong to 
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the Flemish group of banks, which has been making 
remarkable progress during the last few years. The 
political element is playing an increasingly important 
réle in Belgian banking. One of the two leading banks 
is regarded as belonging to the sphere of interest of the 
Catholic Party, while the other is considered to represent 
Liberal interests. The party of Flemish farmers has 
been making successful efforts for some time to develop 
a banking group of its own. 

The Banque Chaudoir, Liege, has got into difficulties. 
Its capital amounts to 40,000,000f., and until recently 
it enjoyed a good reputation. Its difficulties are attri- 
buted to speculative operations stated to have been 
undertaken by the managers without authority. Among 
others, they have acquired a block of Photomaton 
shares. As far as can be judged at present, depositors 
are likely to be reimbursed, though it is certain that 
practically the whole of the share capital is lost. The 
bank has industrial interests in Belgium, Germany, 
Austria, and Czechoslovakia, and has been paying 
dividends ranging from 6 to 9g per cent. during the last 
few years. 

The Société Générale de Belgique declared a dividend 
of 450f. against 4oof. last year, payable on the 320,000 old 
shares only, as the 480,000 new shares are entitled to a 
dividend only from 1930. 


SPAIN 


After lengthy hesitation, the Bank of Spain has at 
last decided to ship gold to London in order to support 
the peseta exchange, which underwent a rather sharp 
depreciation during the month under review. The 
cause of the weakness was the unfortunate internal gold 
loan, the subscribers of which had to buy foreign 
exchanges in order to meet the instalment of 40 per 
cent. falling due on January 25. As there is another 
instalment of 40 per cent. due on March 31, speculation 
anticipated a further depreciation of the peseta, which 
at one time reached 404. The decision of the Spanish 
authorities, belated as it is, should prevent the develop- 
ment of a bear campaign against the peseta. 

The Banca Arnus earned a net profit of 1,797,676 
pesetas during the business year ended June 30, 1929. 
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A dividend of g per cent. has been declared. The 
Banco de Credito Industrial earned 785,000 pesetas in 
1928, approximately the same as in 1927. The dividend 
has been maintained at 7 per cent. The net profits of 
the Banco de Castellon declined from 715,296 pesetas in 
1927-28 to 604,871 pesetas in 1928-29. The dividend 
remained unchanged at 7 per cent. 

The Bank of Spain declared a dividend of 25 per 
cent. for 1929, against 23 per cent. for 1928, 234 per 
cent. for 1927, and 26 per cent. for 1926 and for 1925. 
The Banco Espanol de Credit increased its net profits 
from 10,625,887 pesetas for 1927-28 to 16,131,315 pesetas 
for 1928-29. The dividend has been fixed at 10 per cent. 
It has been decided to increase the share capital to 
100,000,000 pesetas; part of the new shares will be used 
for the acquisition of the Banco de Burgas and the 
Banco de Oveido. The Banco de Vizcaya will increase 
its capital from 50,000,000 pesetas to 100,000,000 pesetas. 
Of the new shares, 10,000,000 pesetas will be offered to 
the shareholders while the bank will keep the rest in its 
own portfolio. 

AUSTRIA 


Negotiations are in progress for the amalgamation 
of the Tiroler Hauptbank with the Tiroler Landesbank. 
The former is controlled by the Oesterreichische 
Creditanstalt, which inherited its interest from the 
Bodencreditanstalt. The Deutsche Bank und Discon- 
togesellschaft has also a participation in it. The Tiroler 
Landesbank is controlled by the Niederoesterreochische 
Escompte-Gesellschaft and by the Bayerische Vereinsbank. 
The State Government of Tirol has a participation in 
both banks. 

HUNGARY 


The Hungarian National Bank declared a dividend of 
13 per cent. out of a net profit of 10,242,000 pengos for 
the year 1929. 

An arrangement has been concluded between the 
Central Corporation of Banking Companies and the 
British creditors of the Hungarian Land Credit Bank 
which suspended payments last year. The creditors 
held in security for their claims bills of Hungarian 
farmers, but the collection of these bills would have 
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been attended with considerable difficulties, and all 
parties concerned were anxious to avoid it. The Central 
Corporation of Banking Companies have now agreed to 
take over these bills from the British creditors. This 
arrangement is practically equivalent to the settlement 
of British claims in full, and is highly satisfactory from 
the point of view of creditors. 


ROUMANIA 

Circulars containing unfavourable allegations as to 
the position of a leading Burcharest bank have reached 
several London banks, without causing, however, any 
uneasiness. The circulars are understood to have been 
issued by some dismissed employes of the bank. Its 
position is understood to be safe, and it has, moreover, 
excellent foreign connections which would come to its 
rescue in case of difficulties. 


POLAND 


The shareholders’ meeting of the Bank Handlowy w 
Warszavie S.A. has authorized the board to increase 
the capital from 20,000,000 zloty to 40,000,000 zloty, 
in two instalments of 10,000,000 zloty each. The new 
shares will be offered to the old shareholders, and the 
issue will be underwritten by a strong group of Poznan 
sugar refiners. 

LATVIA 

The Bank of Latvia has decided to restrict credit, as 
a result of the adverse trade balance, which has brought 
about a reduction in its foreign exchange holding. 
Credits for export purposes will be granted as before. 


ARGENTINE 
The Ministry of Finance authorized the Banco de la 
Nacion to effect re-discount operations with the Con- 
version Office up to the amount of 200 million pesos, in 
accordance with the law of 1924. 


PERSIA 

The National Bank of Persia, which was established 

in 1928, opened several new branches recently. The 
number of its branches is now 15. The principal business 
of the bank is to finance exports to India. 
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The Persian Government has decided to increase 
the capital of the Persian National Bank by 5,000,000 
krans in March next. The bank was established over a 
year ago, and its total share capital is held by the 
Government. It is establishing a number of branches. 


CHINA 


The Manufacturers Bank of China, Ltd., Shanghai, 
was opened for business on November 15. Its authorized 
capital is $20,000,000, of which $5,000,000 is paid up. 
The Government’s participation is $2,000,000, while 
the rest has been contributed by local merchants. 

The report of the liquidators of the Russo-Asiatic 
Bank to the Minister of Finance states that it was 
possible to collect 5,383,912 taels. The liquidators do 
not hold out much hopes for the future, for it appears 
impossible to recover any further amounts without 
running the risk of costly litigation. 


TURKEY 


The Turkish Government has declined an offer, 
made by an Italian financial group headed by Count 
Volpi, the late Finance Minister, to provide capital for 
the new Turkish State Bank. It is the intention of the 
Government to raise the capital required in Turkey 
itself. 

BRAZIL 


The net profits of the Banco Brasileiro-Alemao 
amounted to 1,766,000 milreis for 1928, against 1,733,000 
milreis for 1927. The dividend has been passed, as 
since the end of the last business year the bank has 
been involved in several insolvencies. 


MEXICO 


The balance sheet of the Bank of Mexico, dated Sep- 
tember 30, 1929, shows a metallic reserve of 35,300,000 
pesos. Balances abroad amounted to 19,300,000 pesos. 
Discounts and advances amounted to 45,355,000 pesos; 
sight deposits were at 18,980,000 pesos, time deposits 
25,113,000 pesos. 
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American Opinion and the Panic 


By H. Parker Willis 


HE autumn breakdown of 1929 is proving to have 
been one of the major financial panics of American 
history. In former crises, there has always been 
more or less doubt with respect to the attitude adopted 
by contemporaries—a doubt which has been, in some 
measure, responsible for the uncertainties of theory 
which have surrounded the whole question of panics and 
crises for many years past. In the present instance, an 
unusually large number of persons have been on the 
alert to find out what was to be regarded as the real 
cause of the panic, and there has been an uncommon 
amount of speculation and discussion with regard to 
the probable origin of it. Nevertheless there has been 
the same difficulty as on former occasions in eliciting 
public expressions by authoritative persons with respect 
to the whole series of events, and even to-day, more than 
two months after the definite development of panic 
conditions, American public men and economists are 
still very loath to take any definite position. The recent 
meetings of the American Economic Association in 
Washington have, however, almost necessitated a certain 
amount of public appraisal of conditions from the stand- 
point of the private observer; while, during the month 
of December, the necessity of presenting official reports 
to Congress has in like manner compelled some statement 
of official review with respect to the calamity. A 
summary of what has thus been actually indicated or 
admitted will furnish a necessary basis for later opinion 
with respect to the real character of the episode. 

1. “‘ Inevitableness”’ of the Occurrence. The thought 
that this, like many other preceding panics or crises, 
was the outcome of obscure forces recurring from time 
to time and practically “‘ inevitable in their workings 
and results” is, of course, always present on such 
occasions. On this occasion, there had been in the 
United States a long previous history of ‘‘ business 
cycle’’ miseducation, developitig an almost fatalistic 
view that from time to time a general breakdown of 
business and finance must be expected. In accordance 
with this “cyclical’’ theory it is to be expected that 
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from time to time a collapse will occur and the efforts 
of those who have sought to study the subject “ scienti- 
fically ’’ have been chiefly directed to the ascertainment 
of the “ period ” of the cycle, and hence to the develop- 
ment of some basis upon which to predict the dates of 
its probable recurrence in an acute form. President 
Hoover had been (before being elected to his present 
office) a strong advocate of this idea of periodicity as 
illustrated by his frequent suggestions that organized 
society should attempt to control the effect of business 
cycles by carrying on public construction work at times 
when conditions are depressed and lightening the intensity 
of such construction at times when ordinary business is 
active and when, therefore, a withdrawal of public 
activity tends to equalize the pressure for supplies, 
labour and the like. Continuing or recalling his past 
ideas on the subject, the President in his annual message 
to Congress has furnished the following interesting 
explanation of the panic : 

“The long upward trend of fundamental progress 
gave rise to over optimism as to profits, which translated 
itself into a wave of uncontrolled speculation in securities, 
resulting in the diversion of capital from business to the 
stock market and the inevitable crash. The natural 
consequences have been a reduction in the consumption 
of luxuries and semi-necessities by those who have met 
with losses, and a number of persons thrown temporarily 
out of employment. Prices of agricultural products 
dealt in upon the great markets have been affected in 
sympathy with the stock crash—the sudden threat of 
unemployment and especially the recollection of the 
economic consequences of previous crashes under a 
much less secured financial system created unwarranted 
pessimism and fear. It was recalled that past storms 
of similar character had resulted in retrenchment of 
construction, reduction of wages and laying off of workers. 
The natural result was the tendency of business agencies 
throughout the country to pause in their plans and 
proposals for continuation and extension of their 
businesses, and this hesitation unchecked could in 
itself intensify into a depression with widespread un- 
employment and suffering.”’ 

This view of the panic has been fairly widely accepted. 
Followers of the doctrines set forth by the President, hold 
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that the panic in accordance with cycle theory was 
inevitable, that it will probably recur from time to time, 
and that it is due to the outgrowth of over-optimism as 
to profits, resulting in the ‘“ diversion of capital”’ from 
business to speculation. 

2. Responsibility of the Banks. There has, of course, 
been a great deal of discussion whether the banks were 
or were not responsible for the result, and on this point 
politicians have promptly taken sides. The President 
himself says in his message that ‘“‘ The Federal Reserve 
System had taken measures to strengthen the position 
against the day when speculation would break, which, 
together with the strong position of the banks, has 
carried the whole credit position through the crisis 
without impairment.”’ Secretary of the Treasury, Mellon, 
in his annual report, just issued, also comes to the support 
of the banking system, and particularly of the Reserve 
System, furnishing a long review of operations from 1927 
to the close of 1929. It will be remembered that 
1927-1928 are the years which have been most under 
criticism as illustrating an unwise policy on the part of 
the Federal Reserve System. Mr. Mellon, however, with 
carefully chosen figures, undertakes to show the reverse, 
asserting that : 

“Towards the end of the calendar year 1927 the 
Federal Reserve System began to exert its influence in 
the direction of farmer money market conditions. During 
1928, accompanying the Reserve System’s firm money 
policy there was a slowing down in the growth of bank 
credit. A review of the policy of the Federal Reserve 
Board during the past year shows that it has endeavoured 
to guard against an undue extension of credit through 
speculative channels and to conserve the country’s 
credit resources for the purpose of meeting future 
requirements of industry and trade.” 

This attempt to establish a case on behalf of a pro- 
tective pre-crisis policy on the part of the Reserve System 
extending as far back as 1927, is also made in various 
other ways in the course of the Secretary’s report, and 
is perhaps the most noteworthy of the current efforts to 
build up an argument in favour of the policy of the 
Government which would effectually exempt it from 
charges that it has been responsible for, or tended to aid 
in, the development of panic conditions by reason of the 
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management of the banking system during the years 
1927-9. | Saha enaaiie 

3. Method of Curing or Overcoming Panic Conditions. 
This subject is closely associated with the theory adopted 
as to the cause of the panic, and accordingly President 
Hoover appears as an advocate of psychological control 
or governmental intervention for the purpose of improving 
panic psychology. Hesays “ I have instituted systematic 
voluntary measures of co-operation with the business 
institutions and with state and municipal authorities to 
make certain that fundamental businesses of the country 
shall continue as usual, that wages and, therefore, con- 
suming power shall not be reduced, and that a special 
effort shall be made to extend construction work in order 
to assist in equalizing other deficits in employment... 
I am convinced that through these measures we have 
re-established confidence.” Taking their cue from this 
attitude of the President, too, not a few business com- 
mentators have been inclined to suggest that President 
Hoover’s conferences with business leaders did have 
exactly the effect which he attributes to them, and did 
therefore prevent the panic from developing into an 
“ old-fashioned ’”’ crisis accompanied by the closing of 
banks, large numbers of business failures and the like. 
On the other hand, most of the responsible men who have 
been associated with these conferences are now inclined 
to minimize them as having any real effect and some have 
referred to them in public statements and addresses as a 
more or less well disposed “ gesture.” 

Secretary Mellon, in dealing with the same subject, 
emphasizes the strong position of the banks as being the 
best basis for confidence, while of course he also enlarges 
upon the prosperity of the Treasury. However, the 
only remedy that he recommends is a “ thorough study 
of the situation with a view to determining the soundness 
of the present day tendencies (in banking) and more 
particularly the limits of the economic units within 
which branch banking may be advantageously per- 
mitted.”” This suggestion is in line with the thought of 
President Hoover on new legislation, for after stating 
broadly that “‘ it is desirable that Congress should consider 
the revision of some portions of the banking law,’ he 
merely remarks that it is a subject that requires ‘‘ careful 
investigation, and it might be found advantageous to 
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create a joint commission embracing members of the 
Congress and other appropriate Federal officials for 
subsequent report.” 

4. Comptroller’s Recommendations as to Bank Law 
Revision. The Comptroller of the Currency has hastened 
to place himself in line with the major officials of the 
Administration. After enlarging upon the unprofitabie- 
ness of banking, the dangers of failure among banks, the 
new problems brought about by bank mergers and 
combinations as well as by branch banking, he recom- 
mends a specific plan of banking reorganization, based 
upon the idea of moderate extension of branch banking 
powers, so that banks of a suitable size may establish 
branches practically as they choose within the Federal 
reserve district wherein they are located. This plan, 
he says, would have the effect of holding in the National 
System a good many banks that are now prone to leave 
it and to get out into State systems, while at the same 
time it would tend to strengthen the banks and to 
provide a more suitable banking system for the service 
of the community which, especially in the rural regions, 
has had to content itself so generally with banking 
institutions that were in imminent danger of failure. 

5. Discussion of Independent Critics. Independent 
critics have begun to make more or less serious studies 
of the policy of the Federal Reserve System and of the 
banks of the country generally, in its bearing upon the 
panic. Almost the first, and probably the best of such 
discussions thus far, has been contained in the address 
of Mr. Chellis H. Austin of the Equitable Trust Co. 
(since deceased), before the Association of Life Insurance 
Presidents at the beginning of December at a time 
when the immediate effects of the panic had been 
fully developed. Mr. Austin, after sketching the tre- 
mendous growth of security loans in member banks, 
and after outlining the dominating attention which 
security speculation had received in the United States 
for a good while, reaches the conclusion that the main 
business of the banks should be “ commercial banking,” 
and that a return to a position in which they give their 
major attention and study to the problems of commercial 
banking is earnestly to be desired. The remarks of Mr. 
Austin were ultra-conservatively and cautiously phrased, 
but their meaning is clear. More outspoken is the 
= 
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discussion of Dr. B. M. Anderson, Economist of the 
Chase National Bank of New York. Mr. Anderson, in 
a recent address before the American Economic Associa- 
tion on December 30, takes rather sharp issue with 
Federal reserve policies, while in a year-end discussion 
published by the ‘‘ New York Tribune ” he gives a fuller 
survey of underlying problems. In this letter, he 
expresses the opinion that: ‘“‘ Federal reserve policy 
has shown itself adequate both in 1920 and in 1929 for 
the meeting of very critical situations—but Federal 
reserve policy has not yet been worked out with sufficient 
clarity and definiteness for the purpose of preventing 
the excessive speculation which leads to crises. The 
essentials of such a policy are: (a) rediscount rates held 
above the market, meaning by the market the rates 
charged by city banks to prime borrowing customers; 
and (b) open market policy designed to take up slack 
and prevent excessive ease of money when supply is 
excessive or demand light as well as to prevent extremely 
high rates in periods of strain.” Retrospectively, Mr. 
Anderson holds that the pre-panic policy of the Federal 
Reserve System was essentially a compromise among 
conflicting motives. Among these motives, were the 
desire to avoid increasing monetary tension in foreign 
countries . . . and the Cesire to hold interest rates 
as low as possible for American business. 

6. Semt-Official View of American Bankers’ Associa- 
zion. A semi-official view of the American Bankers’ 
Association with regard to the panic has been furnished 
by the Secretary of the Economic Policy Commission of 
that organization, Mr. Gurden Edwards, who, in a general 
statement given to the press, reviews the history of the 
entire year, leading up to the breakdown insofar as it 
affected or was affected by banking. In general, Mr. 
Edwards finds that the banking year was one of great 
and fundamental change structurally, as a result of 
failures, mergers, consolidations and the like, while at 
the same time the general conclusion combined with 
speculative conditions led to large increases in security 
loans. A “sensational development” of the year, 
according to him, was the announcement that, for the 
first time in twenty years, there had been a recession of 
savings bank funds amounting to over $195,000,000, 
whereas, for the year previous, announcement had been 
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made of a gain of over $2,300,000,000. Although Mr. 
Edwards does not say so, the inference to be drawn 
from his remarks is that the savings, which ought normally 
have gone to increasing the total for the year, were 
used in speculation, and that the same cause is to be 
assigned for the decrease in the total of savings. With 
reference to the general outcome, Mr. Edwards remarks 
that “‘ this episode (the panic) produced an emergency 
that tested the ability of the banks, especially the 
relatively small group in New York City most closely 
associated with stock market finance, to stand the stresses 
and strains of the unparalleled situation caused by the 
so-called ‘ bootleg’ loans to the call money market.” 
Nevertheless, Mr. Edwards thinks ‘‘the New York 
banks proved fully equal to the emergency both in 
skill and resources, and passed through the test without 
any weaknesses developing in the banking situation.” 

This, on the whole, fairly summarizes the official banking 
view of the situation. The panic (it holds) came about 
through unparalleled popular interest in speculation, 
which was particularly harmful because of the fact that 
it was enabled to get an undue amount of support from 
banks throughout the country by reason of the unsettle- 
ment and reorganization through which many were 
passing, and was greatly furthered by the «xistence of 
large loans made by outsiders who had no proper place 
in the market. And yet, according to this interpretation, 
the city banks proved fully equal to the emergency and are 
subject to no criticism. Substantially this view in 
various forms can now be found more or less cautiously 
expressed in a variety of banking quarters. 

7. How Country Banks View the Situation. There is 
a great deal of interest in the question how the smaller 
or country banks view what has happened. The matter 
is still obscure but perhaps the best evidence on this 
subject is furnished by the statement of Mr. William K. 
Payne, President of the Cayuga Co. (N.Y.) National 
Bank and a representative country banker. Mr. Payne, 
in his survey of the situation, speaks chiefly of the 
Federal Reserve System, and holds that the crisis was 
the ‘‘ hour of supreme test ’”’ for the organization, which, 
on the whole has been successful, as indicated by the 
fact that “no failures of large importance have taken 
place.” The great evil in the situation was the fact 

72 
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that “every Tom, Dick, and Harry and their sisters, 
cousins and aunts were outbidding one another in their 
guess as to how high the ultimate (security) price level 
would reach.”’ At the same time, according to him, it 
was discovered that “‘ many of our large and otherwise 
well-managed industries, unable to resist the lure of high 
interest rates, had withdrawn from the banks and placed 
on the call money market several billions of dollars of 
their accumulated capital.’”’ This interfered with the 
operation of one of the “ most intricate and highly 
technical departments of the business of banking—a 
business for which these companies were not fitted either 
by experience or otherwise.” Mr. Payne apparently 
feels no inclination to criticise the operation of the 
country banks during the pre-panic period, or for that 
matter the relation of city banks to their country brethren. 
He lays the blame for what happend on (a) the specula- 
tive fever and (b) the loans made by outside companies 
not in the banking business. 

8. The Views of Investment Bankers. Many persons 
have thought that the investment bankers of the country 
had a large share of responsibility for the panic by reason 
of their constant over-issue of new securities beyond what 
the market could take up. Mr. Trowbridge Callaway, 
President of the Investment Bankers’ Association of the 
United States, in surveying the situation, however, passes 
lightly over this phase of it, and says that stock market 
operations ‘“‘ did not produce” the conditions that are 
now presenting themselves, but that “‘ the causes of and 
necessity for readjustment were long in the making.” 
After referring to the market break as a “‘ painful subject,” 
he assures the public that the underlying situation is 
“sound,” and that the ‘‘ huge and undoubted capacity 
of American industry to create new wealth ” will speedily 
correct existing evils. Security prices, he thinks, had 
been unduly advanced and the use of credit in speculation 
had been harmful. These factors had assured “ most 
everyone that a market break had to come.” But Mr. 
Callaway defends the investment bankers for not pre- 
paring for it, on the ground that recession had been so 
often predicted and that such prediction had been so 


often wrong. 
* * * 
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It is thus apparent that no consistent theory of the 
panic and its causes has thus far been evolved by the 
American community, least of all by the American bank- 
ing community. The outstanding authorities are all of 
course disposed to admit that bad banking and bad 
Federal Reserve management lay at the root of the 
evil, but almost all are disposed to furnish one sort 
or another of alibi, and to find plenty of reasons, 
good, bad or indifferent, why the management of banking 
could not, in fact, have been other than it was. This 
attitude was particularly marked at the recent meetings 
of the American Economic and the American Statistical 
Associations—meetings devoted nominally to scientific 
discussion. The politicians are engaged in the building 
of a defence for themselves and for existing banking 
organizations, by furnishing rather distorted reviews of 
what happened during the years 1927-29 and in making 
the worse appear the better reason. There is still a 
good deal of effort to place all responsibility upon 
“popular speculative frenzy ’’ and to assert that this 
“could not be checked.’”’ Here and there is seen a little 
tendency to try to throw some blame upon European 
investors, who are said to have suddenly withdrawn their 
funds from the market in New York at a critical moment. 
The fault-finding directed against the “‘ outside lenders ”’ 
in the call money market is general, but has lost a good 
deal of its force, ever. at the present moment. 

A general survey of the entire mental situation of the 
country indicates some, if only a little, progress toward 
a rational view of what has happened and toward more 
reasonable analysis of its causes. When the time has 
been long enough to permit fear of unpleasant legislative 
and other consequences to die down, the analyses that 
are now being offered by the more competent students 
of the situation appear fairly certain of acceptation. 
Perhaps the greatest gain thus far has been the entire 
elimination of the notion, so common for two years past, 
that ‘‘ economic laws had been suspended ” and that the 
United States had entered upon a “ new era”’ in which 
there was practically no limit to the advance of security 
values, on account of the underlying potential wealth of 
the country. 
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The New Problem of the Franc 
By Joseph Caillaux 


(Sénateur, ancien Président du Conseil) 


RENCH well-informed opinion is at present puzzled 
and somewhat worried by an economic pheno- 
menon peculiar to France. While wholesale 

prices, in sympathy with the world price-level, have been 
falling for several months, retail prices continue to rise 
incessantly. This steady increase in the cost of living 
must, unless checked, become eventually a source 
of danger to social peace, but at present it is merely a 
cause of political irritation, and gives rise in the street 
and even in the Press to some bitter remarks on the 
policy of prosperity of the Tardieu Government. 

To be fair, we have to admit that even though the 
programme of the present Government has not yet 
modified the economic situation of the country, it is 
not responsible for the discrepancy between the curves 
of wholesale prices and the cost of living. The origin 
of the divergence dates previous to the advent of the 
present Government, and experience has taught M. 
Tardieu that the heaviest burden for a politician is not 
so much what he has to undertake, but what he has to 
continue and conclude. 

The rise of retail prices in France has two essential 
causes. The most obvious is excessive taxation. The 
budgetary surpluses upon which the Finance Ministry 
has been priding itself for some time past, and which it 
attempts now to disguise modestly, have a direct effect 
upon prices, all the more as they originate mainly from 
duties on commodities. This, however, is only a partial 
explanation, as taxation has not been raised since 1927. 

The rise of prices means a reduction of the purchasing 
power of the franc, at a time when the purchasing power 
of sterling, dollar and reichsmark tend to rise. In view 
of this it may well be asked whether the franc has really 
been stabilized on a gold basis and made convertible into 
that metal. Strange as the question may appear, it is 
not more so than the situation which gives rise to it. 

As is well known, the Bank of France has been 
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reproached abroad, especially in London and New York, 
for causing an embarrassing or at least inopportune 
pressure on the gold market. The excessive and con- 
tinuous increase of the metallic cover of the French bank- 
notes only emphasizes the paradox of a currency whose 
stability in the international market becomes stronger 
and stronger, while its real internal value continues to 
weaken. The main cause of all depreciation is an exces- 
sive supply. As a matter of fact, there is a super- 
abundance of francs. During the dark days of July 
1926, the French note circulation was 53 milliards, 
representing on the basis of the current exchange rate 
about 6} milliards of pre-war gold francs, which was 
approximately equal to the figure for 1913. To-day 
the circulation is 70 milliards, which is theoretically 
equivalent to 14 milliards of pre-war francs. Thus, on 
the basis of its gold value, the circulation has more than 
doubled within three and a half years. 

I do not propose to recapitulate at length the causes 
of this monetary phenomenon. I have repeatedly had 
occasion in the past to call attention to the dangers of an 
inflation which, in spite of its being covered by gold, is 
none the less real. I recognize, however, that for some 
time now it has ceased to be within the power of the 
Government to change the trend of the national currency. 
The evolution of the franc, such as we have witnessed, 
has been the logical consequence of the method chosen 
by M. Poincaré when he undertook the task of monetary 
reconstruction. 

I continue to hold the view that it would have been 
possible, as I proposed in 1926, to have stabilized the 
franc much earlier by means of external credits which 
would not have affected the volume of the note circu- 
lation. It could rot, however, have been expected of M. 
Poincaré to apply my programme, considering that he 
assumed power with the intention of acting in a different 
sense. It is true that one seldom acts as one wants to. 
Though opposed to stabilization in 1926, M. Poincaré 
stabilized the franc in 1928. Though he opposed the 
strictly limited and controlled external credits I desired, 
his action has brought into existence a mass of uncon- 
trollable foreign balances acquired through bull specu- 
lation in francs. 
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I do not deny that the system of purchasing foreign 
exchanges against the issue of francs, made possible by 
speculative hopes of a revalorization, was ingenious, 
but it would have gained in merit if it had been part of 
a pre-conceived plan, and especially if it had ceased at 
the moment when the note circulation attained the 
maximum level compatible with the requirements of the 
economic life of France. In reality, stabilization was 
decided upon only when the danger which ought to have 
been foreseen was too close. This stabilization, which 
was of a forced rather than voluntary character, did not at 
once eliminate the consequences of the method employed. 
The milliards of notes issued by the Bank of France for 
the purchase of foreign exchanges were not re-absorbed 
but have remained in their redundance to embarrass the 
circulation. The Bank, however, could not withdraw 
from its normal function of creating credit for the benefit 
of the various industries. As it had no other means to 
fulfil this essential duty than to issue notes, it has con- 
tinued to do so, thereby adding new masses of notes to 
those called into existence by the special operations 
carried out during the period of de facto stabilization. 

In addition to these fundamental causes of the 
expansion in the note circulation, there are others. The 
international monetary situation has been such as to induce 
some holders of foreign exchange to convert their holdings 
into gold and to sell the gold to the Bank of France 
which pays for it by means of issuing notes. During 
the second week of January, 1930, the total of these 
operations attained 765 millions of francs. Moreover, 
whenever the Bourse situation makes raising funds 
through the sale of securities difficult, funds required 
are raised by means of drawing upon balances held by 
the Bank of France. During the same week, notes to 
an amount of 620 millions were issued on that account. 

Lastly, the fiscal policy adopted in 1926 contributes 
indirectly to the increase of the note circulation. The 
excessive levies made by the State upon private fortunes 
tend to mobilize francs which, if left with their original 
holders, would probably seek long-term investment. 
The Treasury holds these francs only temporarily. 
Whether through public expenditure, or by the purchase 
of bonds for redemption, or through the purchase of 
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foreign exchange, the notes ultimately return to circula- 
tion, which would not be the case if the surplus revenue 
collected had been left in the hands of taxpayers. 

I fully realize that efforts are being made for the 
reduction of the note circulation by various means. 
There was the emprunt de ponction of M. Poincaré, 
which, however, did not result in any considerable con- 
sequences. There has also been the policy of hoarding 
practised by the Ministry of Finance which, after having 
diverted milliards of francs to the Caisse d’amortissements 
in preparation for certain eventualities, discovered that 
these immobilizations realize in part the object desired. 
Hopes are at present based upon the hoarding habit 
of the public who are supposed to be accumulating at 
present notes in the same way as they accumulated gold 
coins in the past. Hoarding is, however, an economic 
error, and it is regrettable to see it being welcomed. 
It is also doubtful if much hoarding is taking place at all. 
Usually it is the peasants who hoard, and during the 
last few months the agricultural situation has not been 
favourable. If it were correct that hoarding is being 
practised on a large scale, it would provoke a fall in 
internal prices, while in reality it is the contrary that is 
taking place. In any case, to expect a remedy of the 
inflation from a phenomenon of that kind amounts to the 
acknowledgement of the incapacity and inadequacy of 
the Government’s monetary policy. 

In fact, nothing has occurred to prevent the steady 
increase of the note issue; and the increase of the 
cost of living simply reflected the growth of the note 
circulation. 

In consequence, the Bank of France is disturbing 
the international gold market by its repeated but unavoid- 
able gold purchases. _It is forced to increase the metallic 
cover of an incessantly increasing circulation, partly 
because the two operations, the issue of notes and the 
purchase of gold are closely interrelated, as when for 
example an individual buys gold with foreign exchange 
in order to re-sell the gold to the bank; and partly 
because the bank is obliged by its statutes to cover, to 
the extent of its legal ratio, the notes issued to customers, 
whether the Treasury or private firms. 

The internal depreciation of the franc and the dis- 
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turbances caused to the international gold market are 
facts of importance. Both are deplorable, as their 
continuation may have increasingly grave repercussions 
on the economic situation of France and of the world. 
Both are the consequence of the apparently slight error 
committed by M. Poincaré when he undertook the mone- 
tary reconstruction of France. As far as I can re- 
member, there were not many economists who became 
alarmed at it at the time. It took some years before the 
dangers of a method which at the beginning appears 
satisfactory become visible. It has once more confirmed 
the necessity of proceeding with the greatest prudence 
when dealing with the monetary and credit system 
which are essential parts of our material civilization. 

To draw the moral from this experience, I feel justified 
in raising the question whether the example of this 
statesman who, in spite of his exceptional experience 
and unquestionable good faith, had brought about by 
means of an initial error such an unwanted and unfore- 
seen situation, should not serve as a warning against an 
excessive centralization of the economic and financial life 
of Europe in the hands of a super-bank with a wide 
freedom of action. Undoubtedly the controllers of such 
a bank would be of a different capacity in matters of 
finance than M. Poincaré, who has always been a lawyer 
and a politician, not a financier. They are, nevertheless, 
liable to errors in their methods, the consequences of 
which would be proportional with the wide scale on which 
they were operating. 

Is it going too far to conclude that the right solution 
is to seek the necessary equilibrium in a regime which, 
while bringing different interests in harmony with each 
other, allows to every economic unit a margin of freedom 
and autonomy to compensate individual errors? 
Economic science contains too large a proportion of 
uncertainty to justify that the economic life of Europe 
should be subordinated to the management of a single 
group of men, even if they are selected from among the 
most competent experts. 
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The Marketing of the South 
African Gold 


Past and Present 


I 


N view of South Africa’s position as the world’s 
I largest gold producer, and the fact that gold con- 

stitutes South Africa’s largest item of export*, a 
discussion of the marketing mechanism and the financing 
of its marketing, both past and present, may not be 
inappropriate. 

Pre-War.—In the absence of the necessary facilities 
that would have enabled the mines to convert their 
product into coin, at the standard rate, only one alter- 
native remained, viz., to ship it to London, where it was 
sold to refiners at 77s. gd. per standard ounce, delivery 
being taken by the purchasers in London, the mines 
paying shipment, insurance and refining charges.t The 
mines, however, needed roughly two-thirds of the proceeds 
locally to cover expenses of production and had the 
usual alternative of importing coin or selling exchange 
on London. 

Since the sovereign was also needed for circulation 
in South Africa, and had to be imported by the banks 
to meet the continual local demand, we find them fixing 
the exchange rates in such a way that it would yet pay 
the mines and merchants to deal with them rather than 
to import sovereigns themselves. At the same time the 
rate was so fixed that the banks would not suffer a loss 
on the importation of sovereigns. ‘‘ In other words, 
although the rate would not exceed the specie importing 
point, it would tend to be fixed very close to it. The 
cost of importation before the war, including packing, 


* Gold alone accounts for roughly 40 per cent. of the total imports, 
while products of mines (i.e. including gold) account for roughly 60 per 
cent. of the Union’s exports. 

+ The local banks, it should be added, also purchased gold from small 
producers, particularly on a par basis with a deduction of commission 

charges. 
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freight, insurance, loss of interest, etc., was about 4 per 
cent. Therefore, the T-T. buying rate, South Africa 
on London, would not be likely to exceed 4 per cent. 
discount and would not be likely to move far from it. 
Actually, the rate reached 4 per cent. discount for less 
than a month between union and the outbreak of the 
war, and never moved more than } per cent. from that 
position during the whole period.”* Thus, though it 
paid the mines not to import sovereigns themselves, 
yet their dealings with the banks, like those of all other 
South African exporters, were at a sacrifice, since the 
buying rates of the banks for T-T. and sight drafts on 
London were at a discount from 1910 until the outbreak 
of the war, also during the war and after the war 
excepting for the abnormal period from August 1920 to 
May 1921. It has been estimated that the loss to the 
South African gold producers occasioned by these various 
expenses, owing to the absence of local facilities for 
converting their gold into coin, was one shilling per fine 
ounce during the period 1903 to July 31, 1914, Is. 8d. 
for the period August I, 1914 to December 31, 1918, 
and 1s. 6d. between January 1919 and December 1924. 
The War Period.—Upon the outbreak of the war 
there was naturally some anxiety as to the future market- 
ing of the Union’s gold output. The Government, how- 
ever, immediately called a conference of bankers, mining 
houses and merchants, as an outcome of which a bargain 
was entered into by cable communication between the 
Union and Imperial Governments. An arrangement 
was arrived at between the Union Government, the Bank 
of England, the South African banks and the gold mining 
companies providing for the purchase of the entire 
output by the Bank of England throughout the war 
period, at the rate of 77s. gd. (British currency) per 
standard ounce. Delivery was taken in South Africa 
through the agency of the Union Government, the South 
African banks, in turn, acting as agents for the Bank of 
England, advancing 97 per cent. (subsequently 98? per 
cent.) of the purchase price against delivery of the gold, 
the balance being paid upon the receipt of the final 
accounts from the Bank of England. The gold producers, 


* Pearsall: ‘‘S.A. Exchange Rates Since Union.” 
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however, were required to bear the cost of insurance and 
freight amounting to 25s. per cent. as compared with 
7s. 7d. pre-war (as well as the exchange charges of the 
local banks). 

Post-War Developments.—Before the close of the war 
the so-called low-grade mines problem already presented 
itself in rather acute form. While the mines were 
receiving roughly the standard price for their product 
(payable in British currency, however), their costs of 
production had steadily been increasing. There had 
been a substantial increase in the costs of their 
stores and in wages, in addition to a shortage of explo- 
sives and of native labour. Further, there was the 
increase in the costs of freight and insurance from 7s. 7d. 
per cent. to 25s. per cent., already referred to, while 
refining charges in London had increased by over 30 
per cent. 

We accordingly find the Chamber of Mines approaching 
the Government on this subject in November 1917, which 
led to the appointment of the Select Committee on the 
Gold Mining Industry in January 1918. In a memoran- 
dum submitted to the Committee by the Chamber, it was 
proposed ‘‘ that the Imperial and Union Governments 
should agree to take delivery of the gold in the Union 
as at present, but at no greater cost to the mines 
as regards freight, insurance and realization charges 
generally than that incurred in disposing of the gold 
before the war. Such an arrangement would result in 
a saving to the industry of £400,000 per annum. The 
Chamber’s suggestion is that although delivery of the 
gold be taken in South Africa at the pre-war price, a 
special additional charge, in total not exceeding the 
amount that would otherwise be saved to the mines 
under the first suggestion, be made to all the mines ‘ for 
realization,’ the proceeds of such charges being placed 
to the credit of a fund administered by the Union Govern- 
ment for the assistance of the poorer mines.”” It was 
also announced that the chairman of the Consolidated 
Goldfields had interviewed various authorities, “‘ including 
the Bank of England, on the possibility of getting an 
increase in the price of gold, but finds that it is a most 
complicated matter, and would require an amendment 
of the Bank of England Act. He further adds that the 
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complications which would arise from an alteration in 
the selling price of gold are so great that it is almost 
impossible to alter the price of gold.’”” The Committee 
was unable, however, to recommend any proposal for 
direct financial assistance from public funds to these low- 
grade mines. 

In June 1919 followed the appointment of the Low 
Grade Mines Commission which in its interim report of 
September (1919) reported the existence of 21 low-grade 
mines which produced {1,030,516 worth of gold per 
month and paid {6,500,000 annually in wages and 
salaries, and £4,800,000 in stores. From the employ- 
ment and expenditure point of view they constituted one 
half of the Witwatersrand gold mining industry. 

Fortunately, however, the war had come to an end 
in the meantime, which made possible the revision of the 
agreement with the Bank of England. Towards the end 
of 1918 it had already been urged that it was unfair to 
pay for the gold at par in British currency which had 
depreciated in value as compared with gold. But it 
was only subsequent to the unpegging of the sterling 
exchange, when the American exchange became so 
adverse to England, that a means of obtaining a premium 
on gold, in British currency, became obvious, provided 
the export of gold to America was allowed. Steps were 
accordingly taken to remove the existing restrictions on 
the disposal of gold. 


(To be continued.) 


Barclays Bank (Dominion, Colonial 
and Overseas) 


Barclays Bank (Dominion, Colonial and Overseas) 
have received the following cable from their Pretoria 
Office :—“‘ The Department of Customs of the Union of 
South Africa estimates the total imports through all 
Union ports for January at £5,750,351, against {7,102,211 
for January, 1929. Exports (excluding gold and diamonds) 
amounted to {2,492,446, against £3,667,153. The value 
of gold bullion and gold specie exported was £3,949,318, 
as against £3,525,948 for January, 1929.” 
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N introducing modern methods into 
their accounting routine British 
Banks, large and small, have standardized 
on Burroughs Machines. 


Burroughs Machines of different styles 

are designed for the speediest completion — i —_— 
of every figure job in a bank. Some are Machine 

illustrated here. There are many others. 


Counter Records, Waste, Check Ledgers, 
Daybocks, Remittances, In Clearing, 
Ledgers, Statements, Interest Records and 
General Ledgers are all handled by 
Burroughs Machines. 


Many thousands of satisfied customers 
receive regularly Statements prepared by 
pase’ Burroughs Machines. Banks in all parts 
of the country have accurate and legible 


ughs Typewriter Ac- Sa 
wing Machine. Combines ecotds maintained at less cost by 


tomatic features o Burroughs. 
ughs Machines with Burroughs offers the services of a Burroughs Duplex Addin, 
_— pewriter keyboard. - id e . . . . M hi all Ban 
il de any Kind of bank Hration-wide organization for investigating — Machine, id 
wre work, with or without accounting problems of all kinds, for "8 Fr 
scription. training operators and installing equip- 
ment, for giving service to installations 


after completion. 

































Burroughs Calcu- 
lator, for rapid 
additions and 
calculations where 
printed record is 
Pa not required. 
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International Interest-Arbitrage 
By Paul Einzig 


EFORE the war, arbitrage played a prominent part 
B in international banking activity. A large number 
of banks in various centres were engaged in one or 
several of the four kinds of arbitrage transactions 
practised, namely, stock arbitrage, foreign exchange 
arbitrage, bullion arbitrage, and interest arbitrage. As 
there were many securities quoted and actively dealt in, 
several Stock Exchanges stock arbitrage was a popular 
branch of business. Arbitrage in foreign exchanges was 
also a profitable form of activity, for, owing to the 
comparatively backward state of communication between 
various centres, there were fair margins of discrepancy 
providing good opportunities to arbitrageurs. Bullion 
arbitrage, both in gold and silver, was also practised to 
a great extent, although it was largely confined to a 
comparatively small number of houses. 
Interest-arbitrage was also practised, though not nearly 
on so extensive a scale as to-day. Before the war, London 
was usually a borrower in Paris, Brussels and Amsterdam, 
where money rates were mostly lower than in this 
market, and a lender in New York and in Berlin, where 
money rates were usually higher than here. The trans- 
actions took mostly the shape of finance bills, and London 
banks worked usually on joint account with foreign firms. 
There was no objection to the large amounts of finance 
bills thus created. In the first place, they were absolutely 
safe—on the whole, even safer than genuine com- 
mercial bills—not only because of the standing of the 
drawers, but also because they were usually secured by 
gilt-edged securities. Secondly, as at the time there were 
no Treasury Bills, and the volume of commercial bills 
did not satisfy the increasing requirements of the discount 
market, the supply of finance bills was rather welcome, 
and though they were not eligible for rediscount by the 
Bank of England, they were, nevertheless, popular, and 
the central institution did not make any serious attempt 
to discourage the practice. 
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In their dealings with New York, London banks 
frequently lent funds in the call money market, though 
not nearly to the same extent as during the last few years. 
The loans were made under the guarantee of their New 
York correspondents. Owing to the possibility of a crisis, 
London banks were not inclined to commit themselves 
to any great extent, and an increase in interest rates 
tended to discourage rather than to encourage them to 
transfer funds to Wall Street. 

The fluctuation of exchanges and interest rates were, 
on the whole, much narrower than after the war, so that 
the margins of profit derived from borrowing in one 
market and lending in another were also comparatively 
moderate. In operations between London and Paris, a 
profit of 4 centime per cent. was considered as satis- 
factory. Working costs, of course, were also much 
lower. Overhead charges were incomparably less than 
to-day, and, as telegraphic transfers were not nearly as 
popular as to-day, and trunk calls were not possible, the 
actual cost of the operations was nominal. The risk 
attached to interest-arbitrage was none the less greater 
than to-day, when, owing to the establishment of telephone 
communication between the leading centres, it is possible 
to conclude the counterpart of a transaction simul- 
taneously, so that the speculative element is completely 
eliminated. In pre-war days, when there were no such 
facilities, and when telegraphic communication was less 
developed, it was necessary for arbitrageurs to take some 
risk by allowing an interval to elapse between the two 
transactions they intended to “ marry ’’; if they wanted 
to borrow in Paris and lend in Stockholm, the rates might 
have moved against them between the moment of giving 
the orders and executing them. Moreover, the forward 
exchange market was practically non-existent, for, 
although there were a certain amount of forward exchange 
transactions, the market was rather narrow and the rates 
quoted were usually wide. 

The war and its after-effects resulted in the almost 
complete suspension of every kind of arbitrage. As a 
result of abnormal conditions in money markets, exchange 
control, prohibitions of the export of capital, the suspension 
of the gold standard, uncertainty of mails, etc., the volume 
of arbitrage—whether in securities, foreign exchanges, 











Hambros Bank 
Limited 


41.Bishopsgate 
London E.C.2 


GILBART BANKING 
LECTURES 


REPORTS OF THESE LECTURES APPEAR IN 


Che Sinancial Dews 


each Friday on 
JANUARY 24th, 31st, and FEBRUARY 7th and 14th. 
Copies are obtainable from all Newsagents and Bookstalls. PRICE 2d. 
or direct from 


The Publisher, THE FINANCIAL NEWS, 
20, Bishopsgate, London, E.C. 2. 
Price threepence per copy (including postage). 


THE SERIES OF FOUR ISSUES BY POST ONE SHILLING. 





268 THE BANKER 


bullion, or interest-arbitrage—declined to a minimum. 
After the war, the wide fluctuations in exchanges and the 
huge volume of speculative transactions kept the banks 
too busy to bother about fractional profits on arbitrage 
operations. 

The establishment of telephone communications 
between various financial centres and the gradual removal 
of restrictions on exchange operations has encouraged the 
revival of foreign exchange and interest-arbitrage, which 
was also aided by the development of an active forward 
exchange market in a number of centres. It was not, 
however, until the decline of speculative activity and the 
stabilization of a number of currencies that arbitrage 
began to assume considerable extent. After the war, 
most banks established extensive foreign exchange 
departments, which were kept fully busy during the 
period of wide exchange movement, but which have 
found it increasingly difficult to justify their existence 
once the speculative activity declined. In order to earn 
a profit they had to fall back upon operating with narrow 
margins as before the war. A number of banks have 
taken up stock arbitrage, but this has not yet reached 
its pre-war proportions. The abnormal international 
monetary conditions recently prevailing have provided an 
ample scope for bullion arbitrage. The improvement of 
communication between various centres by telephone and 
cable has narrowed down the scope of foreign exchange 
arbitrage as no wide difference can exist, in the circum- 
stances, for any length of time between the quotation of 
an exchange and its equivalent in another centre. It is 
none the less possible to earn a profit on such operations ; 
the risk is negligible, notwithstanding the movements 
of the exchanges which are still wider than before the war. 

The type of arbitrage which is done on a much larger 
scale than in pre-war days is interest-arbitrage. It is, 
of course, closely associated with arbitrage in foreign 
exchanges, and in many cases it is impossible to draw a 
line between them. A great part of interest-arbitrage 
assumes the form of swopping spot for forward exchange, 
or selling cheques against telegraphic transfers. The 
development of the call money market in New York 
provided an opportunity for interest-arbitrage on a 
large scale during the period of the Wall Street boom 
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when interest rates on loans to brokers rose occa- 
sionally to a fantastic level. Owing to the increased 
confidence towards financial stability in the United 
States, the increase of call money rate, far from deterring 
borrowers as it did before the war, encouraged foreign 
lending in New York to an unprecedented extent. Part of 
this lending, of course, merely represented investment of 
surplus funds, but a large part of it represented interest- 
arbitrage transactions. Banks, large industrial firms, and 
even individuals, borrowed in European centres in order 
to be able to lend in New York, and thus to take advantage 
of the discrepancy between money rates. 

Although the extent of the phenomenon evoked by the 
Wall Street boom was exceptional, and is not likely to 
repeat itself in the near future, the volume of the opera- 
tions of interest-arbitrage is likely to remain permanently 
above its pre-war level. Better knowledge of international 
conditions, better technical facilities, and the existence of 
foreign exchange departments anxious to justify their 
existence by seizing every opportunity for earning 
fractional profits by means of arbitrage, all contribute 
towards the maintenance of lively activity in that branch 
of international banking. 

To some extent, the development is decidedly favour- 
able from the point of view of international monetary 
stability. It tends to eliminate abnormal discrepancies 
between rates of interest prevailing in various countries ; 
it provides additional channels for the flow of funds from 
centres possessing a surplus to countries short of working 
capital. At the same time, the development is not 
without its inconveniences, and even dangers. While in 
some cases it contributes towards international stability, 
in other cases it threatens to disorganize the international 
money market. Existing gold supplies are barely ade- 
quate to meet present monetary requirements, and most 
countries on a gold basis have to work with a compara- 
tively narrow margin. In addition to other factors 
causing international gold movements, the factor of 
interest-arbitrage often threatens to cause serious trouble 
in the delicate organization of the monetary systems. 
From that point of view it is therefore a rather unwel- 
come development, and for the present, at any rate, its 
drawbacks decidedly outweigh its advantages. 








LIABILITIES 


Capital— 
Authorized .. 


Issued— 
7,070,990 Shares of £4 each, {1 paid oe a 7,070,990 
2,249,167 Shares of £1 each, fully paid .. wi 2,249,167 


9,320,157 
Reserve * ee oe ‘ we oe 9,320,157 


Current Deposit and other pasneite including a 
vision for Contingencies ... £281,888,511 18 0 


Balances in account with Subsidiary Gunnin on 3,271,799 1 9 

— 285,160,310 19 9 
Notes in circulation in the Isle of Man ia ‘sia or 7,794 00 
Acceptances, Endorsements, and other Engagements on account ad Cumenes rs. 27,599,578 13 11 
Profit and Loss Balance, as annexed oe ~ ~ oe ee oe 1,184,442 2 6 


R. HUGH TENNANT JOHN RAE, Chief General Manager 


M. C. TURNER } Directo £332,592,439 16 2 


R. E. BECKETT J. R. HOOFF, Chief Accountant — sccndiamauiieamm 


Dr. PROFIT AND 





£ 
To Interim Dividend of 10 per cent. (Jess Income Tax) on the £4 Shares paid in August last 565,679 
» Interim Dividend of 6} per cent. (less Income Tax) on the £1 Shares paid in August last 112,458 
, Bank Premises Account .. 7" ee “a “s a << oe as 250,000 
Contingent Fund oe os ae on os ai ae ‘a “ ne 400,000 
Officers’ Pension Fund as F ioe = iia 200,000 


Further Dividend of 10 per cent. (es one Tax) making 20 per cent. for the year on 
the £4 Shares (£1 paid up) ° £565,679 4 0 


Further Dividend of 6} per cent. (less ane Tax) actin 
12} per cent. for the year on the £1 Shares oe ee 112,458 7 0 


Balance carried forward oa Sei es ee ee 506,304 11 6 
—————_—_—-- 1,184,442 2 6 


panes 13 6 


AUDITORS’ REPORT 


We have examined the above Balance Sheet and compared it with the Books at Lothbury, Lombard Street 
and Bartholomew Lane, and with the Certitied Returns received from the Branches. We have verified the Cash 
in hand and Bills Discounted at Lothbury, Lombard Street and Bartholomew Lane, and the Cash at the Bank 
of England. We have also veri‘ied the Securities held against Money at Call and Short Notice, and the Investments 
of the Bank. We have obtained all the information and explanations we have required, and in our opinion the 
Balance Sheet is properly drawn up so as to exhibit a true and correct view of the state of the Bank’s at{airs, 
according to the best of our information and the explanations given to us, and as shown by the Books of the Bank. 


TURQUAND, YOUNGS & CO. 
KEMP, CHATTERIS, NICHOLS, SENDELL & CO. Chartered 
PRICE, WATERHOUSE & CO. Accountants 


STEAD, TAYLOR & STEAD 
Auditors. London, 13th January , 1930. 





DiiiWESTMINSTER BANK LIMITED 


31st December, 1929 


ASSETS 
£ s. d, 
Coin, Bank Notes and Balances with the Bank of England “a 7 35,467,196 3 11 


Balances with, and Cheques in course of collection on, other ane in Great 
Britain and ‘Treland oe « a 10,513,476 19 10 


Money at call and short action ia be ae ‘ice it pis .. 33,169,822 12 8 
Bills Discounted we ii e Be és a as ‘ .. 32,501,317 7 11 
Investments— 
War Loan and other Securities of, or guaranteed by, the 
British Government (of which {£989,654 2s. od. 1s 
lodged for Public accounts and for the Note Issue in 
the Isle of Man) .. ‘ -- 36,636,169 9 1& 
British Corporation Stocks ond other Inwestenents man 1,287,283 16 7 
—_—_—————._ 37,923,453 5 8 
Advances to Customers and other Accounts ae «- 146,756,553 5 2 
Balances in Account with Sub-idiary Companies .. ats 594,038 16 4 


———————_ 147,350,592 1 6 
Liability of Customers for omnes ces, Endorsements, and other ervemmanins 
as per contra 27,599,578 13 11 
Shares in Subsidiary Companies fat ce nest, less amounts written off)— 
Westminster Foreign — — - £ s. d. 
8,000 £20 Shares, fully paid | 
92,000 £20 Shares, £10 paid fj ** . ai 1,080,000 © 0 
Ulster Bank Limited— 
199,934 £15 Shares, £4 paid. oe 7 ne 1,911,868 17 


Other Subsidiary Companies .. ee ee ee 30 0 
2,991,893 17 6 


Bank and other Premises (at cost, Jess amounts written off) és ‘ -. 5,075,103 13 3 


£332,592,439 16 2 
— 


LOSS ACCOUNT Cr. 


£  € 


By Balance brought forward from 31st December, 1923... 552,195 16 0 
, Net Profit for the year after making provision for Bad and Doubtful Debts 2,160,383 17 6 


£2,712,579 13 6 


STATEMENT PURSUANT TO THE COMPANIES ACT 1929 
Directors’ Remuneration, including Income Tax and Fees paid to them by Subsidiary Companies, amounted to 
£44,635 os. od. Such of the aggregate prouts of the Subsidiary Companies for the year as have been declared in 


dividends are included in the Protit and Loss account above, in so far as they concern this Bank. The undivided 
balances of the profits of the Subsidiary Companies have been carried forward in the accounts of those Companies. 


JOHN RAE, Chief General Manager 
J. R. HOOFF, Chief Accountant 


R. HUGH TENNANT 
M. C. TURNER } Director 
R. E. BECKETT 
London, 13th January, 1930. 
0/3951 
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ANGLO-FRENCH BANKING CORPORATION, LIMITED 


A SATISFACTORY FIRST YEAR 


HE ordinary general meeting of the 

Anglo-French Banking Corporation, 

Ltd., was held, on January 16, at the 
Cannon Street Hotel, London. 


Mr. F. A. Szarvasy (the chairman) said 
that the balance sheet represented the first 
full working year of the bank and it bore 
out the expectations he had entertained at 
the time they had met a year ago. He had 
foreshadowed then that their young institu- 
tion would give a satisfactory account of 
itself, and it was pleasing that, in spite of 
the abnormal conditions which had prevailed 
in trade and finance in Great Britain and on 
the Continent of Europe, they had earned 
a satisfactory net profit, and that the total 
bad debts incurred during the year only 
amounted to £720, and that there was hope 
that they might even recover some portion 
of that amount. 


The net profit, after providing for all 
outgoings and for rebates and contingencies 
and directors’ remuneration, amounted to 
over £60,000, and the board proposed to 
apply that in writing off preliminary expenses 
and stamp duty, as well as all furniture and 
fittings, etc., and, after providing for taxation 
liability, the balance of £10,000 was set aside 
to form the nucleus of a reserve fund. 


The board felt that at that stage of their 
existence it was preferable to strengthen the 
bank’s international position, rather than 
make any distribution by way of dividend, 
but, if they could maintain their steady 
progress, as he believed they could, they 
ought to be able in a year from then to 
propose the distribution of a maiden dividend, 
after doing full justice to the need for 
building up reserves. (Applause.) 


STRONG LIQUID POSITION 


They had a total of assets of nearly 
£7,000,000, out of which over {2,000,000 
was represented by items of a completely 
liquid character, partly convertible into 
cash at call and partly within seven days. 
The proportion of liquid assets to deposit 
liabilities figured at somewhere in the 
neighbourhood of 75 per cent., a very 
satisfactory percentage. At the date of the 
balance sheet they had a consignment of gold 
in transit to this country, which was the 
first transaction of that nature undertaken 
by their bank. That deal was now closed 
and had resulted in a good profit. 


A very satisfactory feature of their 
balance sheet was the growth in deposits, 
which now amounted to over {2,700,000, 
an increase of over {1,100,000 during the 


year. Customers’ loans were as yet relatively 
unimportant, as they had felt that, until 
their institution was established on a broader 
basis, they should not seek to engage them- 
selves too actively in that direction. 


He had already referred to the imports of 
gold, which had reached, during the year, 
£76,000,000, and were taken almost in equal 
quantities from New York and London. 
That movement of the precious metal had 
been possible almost entirely by reason of the 
facts given, and not, as it was popularly sup- 
posed, by the Banque de France selling part of 
its foreign bill holdings and converting the 
credits into gold. In those circumstances, 
and seeing that France had the capacity by 
reason of ordinary commercial transactions 
alone to attract further large quantities of 
gold, it was satisfactory to observe that 
financial authorities in France wished to 
open their market to foreign borrowers, and, 
so far from scenting a menace, both New 
York and London should welcome the 
prospect of closer partnership directed, it 
was hoped, to provide more effective financial 
leadership in the elimination of needless 
instability of trade and credit, and the 
establishment of strong and enduring founda- 
tions for a wider diffusion of wealth. 


AN INTERESTING DEVELOPMENT 

One interesting development had taken 
place when, with the aid of the Banque de 
France, and several big banking houses in 
Paris, a new bank had been created with 
the special object of doing acceptance 
business, seeing that a similar institution 
had not hitherto existed in France, but 
development must go further and _ the 
establishment of acceptance houses and 
institutions similar to English bill brokers 
must follow, as an active, independent and 
quick moving discount market was just as 
much an essential constituent of any great 
monetary centre as the presence of an ample 
supply of loanable capital. To them the 
chief interest lay in the effect of that develop- 
ment on their own money market and on their 
bank in particular. 


He held the view that in London they need 
not look upon that development as a danger, 
but, on the contrary, if, side by side with 
New York and London, Paris would become 
a third monetary centre of the first order. 
it could only be helpful in giving wider and 
consequently more regular bases to the big 
movements of capital which were necessary 
to secure general economic progress. 


The report and accounts were unanimously 
adopted. 
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BARCLAYS BANK LIMITED 
SUCCESSFUL RESULTS—INCREASED PROFIT 


ASSISTANCE TO INDUSTRY 


HE  thirty-fifth ordinary general 
meeting of the shareholders of Barclays 
Bank, Ltd., was held, on January 21, 

at the Cannon Street Hotel, London, E.C. 
Mr. Frederick Craufurd Goodenough (the 
chairman), who was received with cheers, 


said : 

The profit for the year ended December 31 
last, as shown in the profit and loss account, 
amounted to the sum of £2,331,579 12s. 2d., 
full provision having been made for all debts 
which are considered to be bad or doubtful, 
and which may result in a loss to the bank. 

The profit is slightly higher than that of 
a year ago, and would have been substantially 
higher had it not been necessary to make 
special provision out of the profits to meet 
the loss which we shall incur through the 
difficulties connected with what is known as 
the Hatry Group. I propose to tell you 
quite frankly the extent to which we may 
be effected. The maximum amount which 
the bank may possibly lose, either directly 
or indirectly, through the Hatry troubles, 
is the sum of £330,000. Our loss cannot 
exceed that amount, and it may be sub- 
stantially less. In making this statement 
I am referring not only to what is known 
as the Hatry Group and the losses which we 
shall incur directly through them, but also 
to indirect losses which may fall upon us 
through customers to whom we have lent 
money being themselves involved. We have 
made full provision for all possible loss. 
I wish to add that, so far as concerns the 
securities which were deposited with us, and 
which were mostly of a high-class character, 
it would have been quite impossible for us 
to discover that they were not genuine. The 
directors feel that in view of the magnitude 
of the trouble it is fortunate that the total 
loss which we may incur is, comparatively 
speaking, moderate in amount. None of our 
subsidiary banks is in any way affected by 
the Hatry troubles. 


CAUSES OF THE LARGER PROFIT 


The higher profit was due to the increase 
in the turnover, and to the substantially 
larger amount of loans to customers, as well 
as to the somewhat abnormal rates of interest 
which prevailed throughout almost the whole 
of the year, the average of the Bank of 
England rate of discount having been 
£5 9s. 11d. per cent. as compared with 
{4 los. per cent. in the preceding year. 


MR. F. C. GOODENOUGH’S SPEECH 








After making the appropriations shown in 
the profit and loss account, the directors 
recommend the payment of dividends at the 
same rates as a year ago, and we carry forward 
the sum of £552,432 2s. 4d., which is slightly 
in excess of the amount brought forward. 


CURRENT, DEPOSIT AND OTHER 
ACCOUNTS. 


Turning to the balance sheet, the current, 
deposit and other accounts with the bank 
on December 31 last amounted to the total 
sum of £337,439,213 14s. 9d. This figure 
includes the deposits kept with us by sub- 
sidiary banks, which are shown as a separate 
item, and to which I will refer later. The 
total of our deposits shows an increase over 
the figure at which it stood in the balance 
sheet of a year ago, being higher than at the 
corresponding date in any previous year in 
the history of the bank. There were wide 
fluctuations, however, in the total amount 
of our balances during the year, and the 
average has been considerably lower than 
the final figure as on December 31 last. 
These wide fluctuations were due to special 
causes, but, speaking generally, the normal 
contraction of credit which would follow the 
loss of gold was largely compensated for by 
special operations on the part of the Bank 
of England, which helped the money market 
to sustain the pressure that would have taken 
place otherwise, owing to the loss of gold. 

It might be noted that the gold exports 
between the middle of June and the end of 
November last effected a reduction of about 
£28,500,000 in our stock of gold. On the 
other hand, Government securities in the 
banking department of the Bank of England 
rose during that time by £21,500,000. There 
was a further increase of {24,000,000 by 
January 1 this year, which was probably due 
in part to an increase in the Government 
Ways and Means advances. The Bank of 
England also had to provide for the usual 
market requirements at the end of the half 
year. These factors would tend to create 
an increase of balances with the banks. 


THE OUTLOOK 


As regards the immediate future, mo 
conditions in the London market should be 
easier, at all events, for a time. It is 
difficult, however, to say whether a state 
of normal equilibrium has been reached or 
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whether we are still liable to suffer from the 
after-effects of the exceptional international 
monetary disturbances of the past few 
months. 

During the year there has been some 
improvement in industry and trade, not- 
withstanding the difficulties arising out of 
monetary conditions. Exports of British 
goods show some increase. There have been 
also many other favourable features. A 
further stage has been reached towards the 
settlement of the Reparation problem. 
Although the wave of speculation in New 
York was in itself unhealthy and unsound 
and created a shortage of credit throughout 
the world so long as it lasted the crash which 
has resulted should prove to be a benefit, 
both to America and to the rest of the world 
as more money will be released for economic 
development and for expansion of industry 
and world trade. 

A basis has been arrived at for discussion 
of industrial problems between the General 
Council of the Trades Union Congress, the 
National Confederation of Employers’ Organ- 
izations, and the Federation of British 
Industries, and it may be hoped that the 
possibility of greater co-operation between 
Capital and Labour has been advanced. In 
spite of the heavy figures of unemployment 
there are, on an average, 250,000 more 
insured people employed than a year ago. 
The Board of Trade Index of Production for 
the third quarter of the year shows an increase 


of 10 per cent., as compared with the same 


period for 1928. Coal exports have improved 
and the output of iron and steel has shown 
substantially better figures. Much has been 
done in the industrial world towards re- 
organization, and the financial system of 
the country, which has passed successfully 
through a very severe test, is capable of 
co-operating with industry and trade upon 
sound and progressive lines. 

FACTORS CREATING UNCERTAINTY 

There should be a better outlook for 
industry in the present year, although there 
are factors which create a great deal of 
uncertainty. 

There has been a further fall in wholesale 
prices, and there is still a large amount of 
unconsumed foodstufis and raw materials 
which remains to be disposed of. The fall 
in prices, and the further fall which the 
realization of a great accumulation of stocks 
may produce, may affect the world’s pur- 
chasing power, as it has done during the 
past year. Agriculture may also suffer in 
this country from the fall in prices and the 
large unconsumed supplies of wheat and 
other foodstuffs. On the other hand, in the 
case of raw materials, lower prices should help 
the costs of manufactures and improve the 
outlook for industry, provided we can secure 
markets. 

There is also the possible effect upon the 
world generally of the great losses sustained 
by America during the year, which may 
result in a reduction of purchasing power in 
her home markets, so that America may 


find it necessary, in the interests of her own 
industries, to force out her manufactures 
abroad, possibly at much reduced prices. 


BANKS’ ASSISTANCE TO INDUSTRY 


It is well to realize the part that has been 
played by the banks in assisting industry 
during the very difficult period since the 
war. The banks in this country have shown 
an increasing sense of their responsibility, 
They have recognized more and more that 
they have a duty not only to their share- 
holders but also to the community as a whole, 
and they have appreciated the fact that, in 
the long run, the interests of the community 
and the interests of the shareholders are 
identical. The banks recognize that it is 
necessary they should be in a strong position, 
and with the knowledge that good times are 
frequently followed by bad they have 
adopted a conservative policy in regard to 
dividends. Additional profits which they 
may make in good times are largely applied 
in creating reserves against contingencies, 
which may arise when times are bad, so that 
there is a real continuity and steadiness in 
the policy of the banks, which are vital to 
the industrial and financial position of this 
country and, to some extent, to that of the 
world. 

Since the post-war slump it has_ been 
evident to those in touch with the facts that 
the banks have been anxious to heip those 
businesses which have been in difficulties, and 
having created reserves in the past they were 
able to give assistance beyond anything which 
in normal times would have been regarded as 
justifiable. In very many instances, help 
given has been justified by results; in other 
cases, it has proved that it was not financial 
assistance which was required, but re- 
organization to meet the ever-increasing 
competition. 


BANK’S RESOURCES 

Finally, I may mention that the resources 
of Barclays Bank and the group of banks 
which it controls, inclusive of the capital and 
reserve funds of those banks, but without 
bringing into account the capital which we 
hold ourselves, amount to a total figure in 
excess of £500,000,000. 

I now beg to move :—“ That the report of 
the directors produced, together with the 
annexed statement of the company’s accounts 
at December 31, 1929, duly audited, be 
received, approved and adopted, and that a 
final dividend at the rate of 10 per cent. per 
annum on the ‘A’ shares and 14 per cent. 
per annum on the ‘B’ and ‘C’” shares 
less income tax, be declared, payable 
on the 1st proximo to the shareholders 
registered in the books of the company on 
December 31 last, making with the interim 
dividend paid on August 1 last, 10 per cent. 
for the year on the ‘A’ shares and 14 per 
cent. for the year on the ‘B’ and ‘C’ 
shares.” 

Mr. William Favill Tuke (vice-chairman) 
seconded the resolution, which was carried 
unanimously. 
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BARCLAYS BANK (DOMINION, COLONIAL AND OVERSEAS) 


HE ordinary’ general meeting of 
T Barclays Bank (Dominion, Colonial 
and Overseas) was held, on January 21, 
at the Cannon Street Hctel, London, E.C. 

Mr. Frederick Craufurd Goodenough, chair- 
man of the company, presided. 

Mr. H. R._ Bradfield (assistant general 
manager) having read the notice convening 
the meeting and the report of the auditors. 
The chairman said :—My lords, ladies, and 
gentlemen,—In accordance with our usual 
procedure I will refer first to changes 
which have taken place in the personnel 
of the bank during the past year. The 
directors desire to record their deep 
regret at the death of Mr. John Edward 
Mounsey and Mr. James Tuke, who were 
members of the board, and of Mr. Edmond 
Wodehouse Lucie Smith, who was a local 
director ot the bank in Jamaica. 

The directors have much pleasure in 
informing you that Sir Ernest Oppenheimer, 
M.L.A. (Union of South Africa), has been 
elected to a seat on the board, and this 
meeting will be asked in due course to 
confirm his election in accordance with the 
articles of association. The election of 
Sir Ernest Oppenheimer will serve to 
strengthen our representation from South 
Africa, where a considerable proportion of 
our business is transacted. 

We regret to announce that Mr. Ernest 
Hyslop Bell has resigned his membership 
of the Colonial Bank local board on account 
of ill-health. 

Mr. Gerald Robert Macintyre has been 
appointed a local director in New York, 
where he was formerly agent. 

BALANCE SHEET ITEMS 

If you will refer to the balance sheet and 
profit and loss account for the year ended 
September 30, 1929, you will find that 
the total figures at that date exceeded 
£73,000,000. Current, deposit, and other 
accounts amounted to £61,043,262, being an 
increase on the previous year of £1,367,606. 

Cash in hand and at bankers and gold 
bullion amounted to £11,649,106, showing 
an increase of nearly £900,000. Bills dis- 
counted were {12,564,919, which is nearly 
£5,000,000 less than the corresponding figure 
ofa year ago. On the other hand, advances 
to customers amounted to {£28,690,099, or 
an increase of more than £5,000,000. 

BANK PREMISES 

The ‘“‘ bank premises account”’ has in- 
creased by about £150,000, and now stands 
at {2,113,437. This increase is largely 
accounted for by the cost of rebuilding the 
office in Gracechurch Street, London, which 
was reopened in September last. The 
contract for rebuilding the premises in 
Adderley Street, Cape Town, in accordance, 


SUCCESSFUL RESULTS—CONTINUED PROGRESS 
INCREASE IN THE DIVIDEND 


with the designs of Sir Herbert Paker, A.R.A. 
F.R.I.B.A., has been placed, and the old 
building is now being demolished. 


PROFIT AND LOSS ACCOUNT, 

The net profit for the year ended Sep- 
tember 30, 1929, after making full provision 
for bad and doubtful debts, amounted to 
the sum of £516,593, which compares with 
£494,822 last year. An interim dividend on 
the ““A” and ‘‘B” shares at the rate of 
4 per cent. per annum was paid in July last, 
and it is proposed to pay a final dividend 
on these shares at the rate of 5 per cent. 
per annum, making 4} per cent. per annum 
for the year, against 4 per cent. for the 
previous year. The reserve fund has been 
further increased by £150,000, and has 
therefore reached the figure of £1,550,000, 
while the carry-forward has been increased 
from £130,709 to £137,981. 

As the shareholders are aware, the dividend 
has been gradually increased from 3 per cent. 
to 44 per cent. per annum, but they should 
not assume that increases will be continuous 
because, as has been stated on previous 
occasions, the policy of the directors is that 
of adding in each year a substantial amount 
to reserves, which, as already mentioned, will 
include the writing down of the premises 
account. 


BARCLAYS BANK (CANADA) 

The application for a charter for the 
conduct of banking business in Canada was 
granted, and Barclays Bank (Canada) was 
opened for business in Montreal on Sept- 
ember 2 last. Barclays Bank (Dominion, 
Colonial and Overseas) has subscribed for 
part of the capital, in conjunction with 
Barclays Bank, Ltd. The directors are 
confident that the link which thus has been 
established in Canada will prove of great 
advantage to many of our customers and 
to this bank. 


THE DIVIDEND 

I now beg to move :—‘ That the report 
of the directors, produced, together with 
the annexed statement of the company’s 
accounts as at September 30, 1929, duly 
audited, be received, approved, and adopted, 
and that a final dividend at the rate of 8 per 
cent. per annum of the cumulative preference 
shares, less income tax at the rate of 2s. 7d. 
in the /, and at the rate of 5 per cent. per 
annum on the ‘A’ and ‘B’ shares, less 
income tax at the rate of 2s. 8-7d. in the f, 
making, with the interim dividend paid on 
July 18 last, 4% per cent. for the 
year on the ‘A’ and ‘B’ shares, be 
declared payable on January 22, 1930, to 
the shareholders registered in the books of 
the company on December 31 last.” 
(Cheers.) 
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Bank Meeting. 


LLOYDS BANK LIMITED 


HIGHER LEVEL OF DEPOSITS 


BANKERS AND TRADE PROBLEMS 


MR. J. BEAUMONT PEASE’S SPEECH 


HE seventy-second ordinary general 
meeting of Lloyds Bank Ltd. was 
held on January 31 at the Cannon 
Street Hotel, London. Mr. J. Beaumont 
Pease ‘chairman of the bank), in moving 
the adoption of the directors’ report, said :-— 
The two great factors in the earning power 
of our bank are its total resources of capital, 
reserve and deposits, and the prevailing value 
of money. As regards the former, it is 
satisfactory to be able to report that through- 
out the year our current, deposit and other 
accounts, as you will have seen from our 
monthly published figures, have been con- 
sistently at a higher level than in 1928. The 
average for the year is four million pounds 
higher than for the preceding twelve months, 
but payments on behalf of our customers for 
the 5 per cent. Conversion Loan cause our 
balance sheet figure of £351,644,000 to be 
half a million less than a year ago. 


ADVANCES 


Our loans and advances stand at 
£191,750,000, which is £4,500,000 more than 
a year ago. Throughout the year we have 
experienced a keen demard for accommoda- 
tion, and on two occasions during the year 
the total advances for the ten London 
Clearing Banks have for the first time ex- 
ceeded {£1,000,000,000. Unfortunately, as 
was recently pointed out in the “ Times,” 
this is no indication of the tendency of trade, 
but it is largely the result of the continued 
depression in some industries which has 
prevented them from reducing their loans, 
and the comments made in the same paper 
as to the sympathetic treatment by the banks 
are amply borne out by our own knowledge 
and experience. 


PROFIT AND LOSS 


It has been necessary to provide a larger 
amount than usual for bad and doubtful 
debts. A disquieting feature of the year has 


been noticeable throughout the greater part 
of the world. In Germany, Italy, France, 
America, and in other countries, a number 
of failures have taken place among banking 
and financial houses, as also in commercial 
concerns, due not so much to ordinary 
business difficulties, but to irregularities 
committed by individuals at the head of 
the respective businesses, whether in collu- 
sion with others or not, but without the 
knowledge of the general body of their 
colleagues. We in this country have not 
been immune from this phenomenon, though 
I am happy to think that, generally speaking, 
the high integrity of British character in 
business dealings is recognized as being 
pre-eminent in the world. 


THE HATRY CASE 


You will expect me to refer at some length 
to what has been termed the Hatry case, 
and I should wish to do so, in view of the 
grotesque reports as to the extent and the 
manner in which we are supposed to have 
been involved. 


Fantastical figures of imaginary losses 
incurred by us have been freely bandied 
around, extending from {1,000,000 to some 
very much larger figures. Let me relieve 
your anxiety at once and at the same time 
put an end, I hope, to these wild «stories. 
We have not a single penny invested in any 
company connected with the Hatry group, 
nor in any of their corporation securities, 
but we acted as bankers to some of the 
companies, and, in common with other banks, 
we made advances to them almost entirely 
against what we believed to be trustee 
securities, or good Stock Exchange securities 
outside the group, or against guarantees. 
These advances were made either to help 
municipal finance or in the belief that we 
were assisting the rationalization of industry, 
and in no case for the furtherance of Stock 
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Exchange operations. Any securities of the 
group in our possession were lodged by way 
of margin only, and we should suffer little 
loss but for the fact that many of the 
municipal and other securities are now 
challenged as having been fraudulently 
issued or dealt with. Some very important 
and difficult questions of law as between 
innocent parties have arisen in consequence, 
which will have to be settled by the courts, 
and until that has been done it is impossible 
to say exactly what our loss may be. We 
have, however, taken the prudent course of 
providing in the usual way out of the profits 
of the past year a sum of £500,000. We are 
quite satisfied that in no case is there any 
reasonable possibility of that amount being 
exceeded. On the contrary, we believe that 
it will be substantially reduced. 


BANKING CONDITIONS 


Considered solely with a view to gross 
profits, 1929 has been a good banking year. 
It may not be out of place, however, to 
point out that a high Bank rate does not 
necessarily mean increased profits to bankers. 
In Scotland, for instance, where rates are 
agreed between the banks, the margin of 
profit between the lending rates and the 
borrowing rates was 8s. 3d. per cent. less 
in 1929 than in the preceding year. I am 
glad to be able to say that, in spite of the 
larger provisions to which I have referred, 
we are in the happy position of being able 
to bring in a net profit of £2,542,083, which 
is £13,941 more than a year ago. The usual 
interim dividends were paid for the half-year 
ended June 30 last; we have placed £250,000 
to the bank premises account, and £300,000 
to staff superannuation fund, these alloca- 
tions being the same as last year; and, if you 
agree to the final dividends which we 
recommend, we shall have a balance of 
£508,234 to carry forward in our profit and 
loss account—an increase of £18,198. 


GOLD MOVEMENTS 


Perhaps the most interesting, but in some 
ways a disturbing, feature of the past year 
has been the movement of gold, and a recent 
teturn shows us how exceptional and large 
this has been. We saw in the early part of 
the year large shipments to the United States 
of America, which were used to finance the 
stock markets there, where very high rates 
of interest were obtainable, and which 
necessitated the first rise in our Bank rate to 
54 per cent. on February 7. For a short time 
this rise checked the outflow, but it com- 
menced again towards the beginning of June, 
not only in the same direction, but also in the 
direction of Germany, and during that 
Month {4,000,000 in gold was taken by the 
United States of America and {2,500,000 by 
Germany. This in itself was serious, but in 
July commenced what proved to be the 
largest and most persistent demand that 
we have had to meet—namely, from France. 
This continued intermittently until the end 
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of the year, and very nearly £35,000,000 in 
the total amount of our gold shipments in 
that direction. The rise in our Bank rate 
to 6$ per cent. on September 26 seemed to 
exercise the desired check on the German 
and American exchanges, but did not affect 
the French demand, which seems to arise 
from causes other than those of pure 
exchange or the value of money. It was 
only at the end of October, when the inflated 
stock markets in America began to show 
signs of crumbling, that the relief came, 
enabling the Bank of England to reduce its 
rate to 6 per cent. on October 31, to 5$ per 
cent. on November 21, and again to 5 per 
cent. on December 12. Since then a moderate 
flow of gold to this country has occurred, and 
what is equally important is that the Conti- 
nental demand has been largely satisfied from 
sources outside London, and the net efflux 
for the year had been reduced at the end of 
December to some £8,000,000. 


Once again the effectiveness of the Bank of 
England rate as a regulator of the inter- 
national money situation has been clearly 
demonstrated, and one cannot help feeling 
that the recent measures of control by that 
institution must commend themselves to all 
unprejudiced observers; but it is none the 
less disturbing to realise how seriously the 
position over here can be affected by a wide- 
spread gamble in other parts of the world, 
a contingency to which, I suppose, we may 
always be subjected, although the recent 
lesson may have salutary results for some 
time to come. It must, however, always be 
borne in mind, as is well pointed out by our 
colleague Mr. W. W. Paine in his excellent 
little book on banking that, although a high 
Bank rate may in a measure hamper trade, 
a much greater and more pressing evil would 
result from allowing our stock of gold to be 
depleted beyond the danger point—viz., the 
risk of bringing down our whole credit 
structure, depreciating our currency, and 
intensifying adverse foreign exchange, which 
would do infinitely greater and more imme- 
diate damage to our trade and commerce 
than is done by a temporarily high Bank 
rate. 

BANKERS AND INDUSTRY 


We hear to-day a great deal about 
rationalization, and in some quarters there 
seems to be a certain amount of blame 
levelled at the banks that they are not using 
their influence and power to enforce amalga- 
mations and reconstructions, and generally 
to assume functions which at present they 
only exercise to a limited extent. No doubt 
there is a great deal to be done by some 
industries in this direction, and, if I may say 
so, a great deal of spade work is at present 
in progress. We can ask ourselves how far 
can the banks assist; how far do. their 
functions extend; and what is the form of 
influence they can usefully exert where any 
steps should appear to them to be desirable ? 
How far can they legitimately press their 
customers in this direction; is their judg- 










































































































ment likely to be better than that of those 
who have been brought up in the businesses 
concerned; and would not the ultimate 
responsibility for lack of success of any such 
schemes suggested by the banks react upon 
them ? 


My own answer to these somewhat difficult 
questions is, definitely, that it is not the 
function of individual banks, or even of banks 
as a whole if that were a practical possibility, 
to initiate the reorganization of industry or 
to try to dictate the steps which should be 
taken in this direction. In the case of a 
particular company a banker may have very 
definite knowledge that all is not well with 
its affairs; and there have been many cases 
in recent years where distinguished bankers 
have served on reorganization committees 
and have assisted in evolving schemes for 
the improvement of the business in question, 
and banks have followed this up by financial 
help in the reconstitution. But I do not 
think bankers have the necessary detailed 
knowledge of the condition of an industry 
as a whole, or are sufficiently acquainted with 
its technicalities, to be in a position to say 
what particular reforms are advisable; what 
flaws there may be in its technical procedure ; 
or what units are redundant. These points 
should be left to the industry itself or to 
technical experts called in for the purpose 
to determine. No doubt banks have an 
important and useful réle to play in providing 
the necessary temporary finance for the recon- 
stituted industry, if they are satisfied that 
the position has been sufficiently investigated 
and that the reforms instituted have reason- 
able hopes of success. I have no doubt at all 
that banks will be willing in such an event 
to do their part. 


A company such as that recentl, formed 
under the auspices of the Bank of England 
should prove a most useful intermediary in 
this way between industry and the banks. 
As to the nature of the financial help which 
a bank should give, there is no clear-cut 
division between liquid capital, such as 
seasonal advances, which all are agreed it is 
within the function of banks to supply, and 
fixed capital, which in the ordinary course 
is subscribed by the investing public. There 
is an intermediate class of capital for which 
it is not always easy to state the proper 
source. I do not think, however, that 
anyone who realizes the nature of English 
banking and the fiduciary position of bankers 
to the public for the repayment of money 
left in their hands, would lightly advocate the 
investment of bank deposits in anything 
which was of doubtful liquidity. 


POST OFFICE ROBBERIES 


A disquieting feature of recent times has 
been the numerous robberies of currency 
whilst in charge of the Post Office, and these 
seem to be becoming more frequent as time 
goes on. The Post Office assumes no 
responsibility in this respect, and banks 
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and the public generally have suffered heavy §f 
losses from this cause. Some communication 
have taken place over a number of yean 
between bankers and the Post Office autho. 
rities on this subject, and no doubt serious 
consideration has been given to the best 
methods of removing this blot on th 
administration of a public service, but nothin 
so far seems to have materialized and the 
risk of entrusting money to the care of the 
Post Office is as great as ever. At the least, 
it surely ought not to be beyond the powers 
of the authorities to institute a system oj 
insurance which, for a much smaller premium 
than that charged by an outside institution 
which has no control over the transport of 
the money, would at any rate protect the 
public from the risk of total loss. 


GENERAL TENDENCIES 


In regard to trade and prospects generally, 
I am not going to indulge in the easy but 
dangerous luxury of prophesying. I do not, 
however, see any reason for being pessimistic, 
The desire of us all is to see our industries 
more active and our people more fully 
employed. As leaders of all parties have 
expressed their belief that the question of 
unemployment ought not to be regarded as 
a political or party one, perhaps it may be 
permissible for me to point out the sharp 
contrast which seems to exist between our 
methods and those of other countries in this 
very difficult and complex question. In 
America, whither we are so often bidden to 
turn for guidance in these matters, we find 
a strict adherence to the principle that 
prosperity is closely allied to a high level 
of purchasing power. In conformity with 
this belief, leaders cf major industries in the 
United States, when confronted with a 
probable fall in the general capacity for 
consumption in consequence of the recent 
Stock Exchange crisis, have agreed together 
to avoid any fall in the level of wages ; indeed, 
in some cases there has been an actual 
increase, while the Government, with the 
same object in view, has announced a large 
remission of income tax. A similar reduction 
of taxation has taken place in Germany. 
In this country, on the other hand, we are 
faced not only with large additional expendi- 
ture on the part of the Government, involving 
us in a probable greater burden of taxation, 
but also with a higher cost of coal, the raw 
material of all industries. It is not for me 
to say whether these things can be avoided, 
but undoubtedly they will delay the recovery 
of trade and the improvement in the number 
of unemployed. 

The resolution was seconded by Sir Austin 
E. Harris, K.B.E., the Deputy Chairman, and 
carried unanimously. 


Votes of thanks to the directors for their 
services during the past year, to the general 
managers and staff for their excellent work, 
and to the chairman for presiding, were 
carried unanimously, and the proceedings 
then terminated. 
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Bank Meeting. 
MARTINS BANK LIMITED 


SATISFACTORY YEAR 


BANKS AND INDUSTRY 


REVIEW OF TRADE FEATURES 


NATIONAL PROSPERITY DEPENDS ON THE NORTH 


HE ninety-ninth annual meeting of 
T shareholders of Martins Bank Limited 

was held at the Exchange Hotel, 
Liverpool, on Tuesday, January 28. 

Mr. A. Allan Paton, C.B., the chairman, 
presided over a large attendance. 

The chairman referred to the loss by death 
of Sir Aubrey Brocklebank, a deputy-chair- 
man, and the severance by his passing away 
of a family connection which had existed 
since 1833. The vacancy on the board had 
been filled by the appointment of Mr. A. 
_ Bibby, of Messrs. Bibby Brothers & 


GOOD RESULTS 


Dealing with the balance sheet, the chair- 
man said the net profit for the year amounted 
to £836,239, which compared with £825,434 
a year ago. Including {111,499 brought 
forward, the disposable balance was £947,738, 
out of which the board proposed that 
{100,000 should be applied in reduction of 
the premises account, which would then stand 
at {2,198,648. The board also proposed to 
place £50,000 to reserve, bringing that fund 
up to £3,507,872, and to pay the usual 
dividend of 16 per cent., which would absorb 
£665,607, leaving {£132,131 to be carried 
forward to the next account. In these 
dificult times they might fairly congratulate 
themselves on such results. 


THE BANK’S RESOURCES 


Drawing attention to the substantial 
amount of the bank’s resources the chairman 
said the capital, reserve fund and profit and 
loss account together totalled £8,132,849, 
and, deducting the half-year’s dividend of 
£332,803, the satisfactory figure of £7,800,046 
Temained. 

Current, deposit and other accounts stood 
at {82,620,493 against {82,932,881 a year 
480, while, by a coincidence, loans and 
advances appeared also to be less by about 

Same amount at £42,246,172, showing a 


ratio of 51 per cent. to the deposits. 
Actually, items now shown separately but 
formerly grouped under the heading of 
‘Advances to Customers and Other 
Accounts ’”’ amounted to £1,696,559, so that 
in fact the loans had increased by £1,342,253. 
Cash in hand and balances with the Bank 
of England (equivalent to cash) amounted to 
£10,332,181, or a ratio of 12-5 per cent. to 
liabilities to depositors. Money at call and 
short notice and balances with British banks 
plus cheques in course of collection amounted 
to £8,951,988, and combining this with the 
cash figures they got a total of £19,284,169, 
or a ratio of 23-3 per cent. to liabilities. 
Premises had been liberally written down 
and were worth more than the figure at 
which they stood, but it was prudent to 
continue the policy of depreciation. Mention 
was made in the report of fourteen new 
offices which they had arranged to open. 


ILL-INFORMED CRITICISM 


Referring to the appointment by the 
Government of a committee to inquire into 
banking, finance and credit, he said in view 
of much ill-informed criticism, bankers 
generally welcomed the appointment of such 
a committee, and would await with interest 
as well as confidence the result of their 
deliberations. The frank statements 
recently made at Manchester by the Right 
Hon. J. H. Thomas would have helped to 
dispel the erroneous idea that the banks do 
not assist trade and commerce as they 
should. 

They learned with satisfaction from Mr. 
Thomas of the willingness of the City to 
assist in the reconstruction of depressed 
industries. The banks were willing to play 
their part, but it must be remembered that 
the accepted banking practice precluded any 
investment of their funds in the capital of 
industrial undertakings. 

The banks could only act as intermediaries 
between those who undertook a financial 





280 


reconstruction and the public who eventually 
subscribed the necessary capital from their 
accumulated savings. 

If this reorganization took place and 
industry was placed once more on a sound 
competitive basis, credit would be plentiful 
and they could hope to see export trade 
revive. 

With regard to the frequent allegation that 
the needs of the smal: trader and manufac- 
turer were not adequately met, it was useful 
to repeat an analysis given from the chair 
in previous years. The analysis in question 
showed that out of 31,308 overdrawn accounts 
on their books at the end of the year, no 
fewer than 26,743 were in debt less than 
£1,000, while, of the remainder, 3,288 were 
overdrawn by amounts varying from £1,000 
to £5,000. 


NEW YORK REACTION 


The year would be memorable for the 
world-wide difficulties created by the specula- 
tive fever in America, culminating in the 
Wall Street collapse last October. The 
speculation assumed the dimensions of an 
international problem towards the end of 
1928, when Wall Street attracted fluid 
capital from all parts of the world and 
America definitely ceased to be a lending 
country. An outflow of gold commenced 
from London, and the Bank of England 
raised its rate by stages, until the high rate 
of 6} per cent. was imposed in September. 
It was probable that the determined action 
of the Bank constituted the first step towards 
pricking the bubble of speculation. When 
the reaction came the repercussions were felt 
in every market, but this country, in spite of 
its own troubles, stood the strain well. 

The position created by the Hatry affair 
was being straightened out with the help 
of the banks. Martins Bank thought it 
proper, in the general as well as their own 
interests, to contribute their proportion to 
the guarantee fund which had been raised. 
Failing such help a serious state of affairs 
might have developed, with widespread 
reactions on credit in general. 

Gold was flowing into the country, and a 
specially satisfactory feature was that the 
French demand, which had been abnormal in 
consequence of the French banks and private 
individuals requiring to draw on their foreign 
balances, appeared to have diminished. 

An interesting development in connection 
with the payment of reparations by Germany 
had been the projected establishment of a 
bank for international settlements. Pre- 
cisely how the new bank would function was 
not yet clear, but it was hoped it might be a 
steadying factor of considerable influence. 

In this country, the new Companies Act 
which came into force on November 1 wasa 
decided step in the right direction and would 
help to protect unwary investors from the 
unscrupulous company promoter. 


COTTON TRADE ADVERSITY 
Reviewing home trade, the chairman said 
it was idle to pretend it was doing more 
than holding its own, and in saying this he 


could not include the cotton industry, which 
had suffered a further reverse during the past 
year. 

Results in the American section of the 
cotton trade had been disastrous, since 4 
capital of £47,000,000 had earned a profit oj 
little over 1 per cent. In the weaving 
section, excluding those engaged in specialj. 
ties, while a few had made small profits the 
losses of others had been heavy. 

The British manufacturer had to face 
increasing competition from countries pro. 
vided with up-to-date machinery and equip. 
ment, and employing cheaper labour free 
from any restrictions. The claim that the 
humidity of Lancashire was a factor placing 
her ahead of competitors no longer held good, 
as by mechanical devices for humidifying, 
cheaper living and longer hours of employ- 
ment, certain countries created formidable 
competition, particularly in India and 
China. 


REORGANIZATION 


No doubt much could be achieved by 
reorganization of the trade generally. The 
Lancashire Cotton Corporation, which hoped 
soon to control some 10,000,000 spindles, 
had been constituted with the help of the 
Bank of England and the co-operation of 
the other banks, and was engaged in effecting 
all possible economies. 

The Fine Spinning trade, which hitherto had 
been normally profitable, had followed to 
some extent in the wake of the American 
section. A relatively small combine, the 
Combined Egyptian Mills Limited, had been 
formed, and he understood had already 
effected substantial economies. In the 
weaving trade there had been no amalgama- 
tions of importance, but they were likely to 
follow. Individual manufactures had been 
attempting to improve their output by 
arranging for workers to operate more looms 
per individual. If economies were to be 
accomplished and the cost of production 
reduced, it seemed obvious that bleachers, 
finishers, dyers and other subsidiary trades 
would have to come to some arrangement 
with spinners and weavers. 

The essentials of manufacturing produc- 
tion were management, machinery 
labour. Inefficient management must be 
changed as speedily as possible. Machinery 
when worn or obsolete should be replaced out 
of revenue, for which purpose much more 
generous allowances ought to be made by the 
tax authorities. Equally, if labour was 
inefficient, in the sense of not giving the 
highest possible return, it must be improved. 
If the trade unions could be brought to see 
the wisdom of modifying the restrictions 
they imposed on production, the result would 
be immeasurably beneficial to the whole 
trade of the country and to the workers 
themselves. 


TOO MUCH SPENDING 


So far as Lancashire was concerned, the 
cheapening of costs in this way should go fat 
towards recapturing some of her lost 
markets. ‘‘ But there is still another serious 
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handicap under which manufacturers are 
labouring,” he proceeded. ‘‘I refer to the 
purden of Imperial and local taxation, which 
js heavier in this country than in any other, 
and is, I fear, in danger of being increased 
still further. 

“Social services are wholly admirable in 
themselves, but we are spending more than 
we can afford, and it is time that expenditure, 
poth national and municipal, was checked. 
Private persons who overspend are soon 
overtaken by retribution, and governments 
and municipalities are not immune, though 
the consequences are more remote in their 
cases and less easily discerned for atime. I 
feel despondent when I contemplate the 
enormous outlays of the present day and the 
apparent absence of any disposition to count 
the cost.”” 


IMPROVED COAL TRADE 


The year had been one of difficulty for the 
coal industry, which after literally fighting for 
its very existence in the export markets of 
the world, began gradually to regain a footing 
overseas. An increasing demand for coal and 
coke and the assistance afforded by the 
railway rate rebate scheme improved matters, 
and the industry now showed prospect of 
again becoming self-supporting and profit- 
earning. It was unfortunate that political 
interference should again be deemed 
necessary, and he hoped the Coal Mines Bill 
would be thoroughly overhauled in com- 
mittee. 

There had been a welcome revival in the 
iron and steel trades, which, however, 
viewed with concern the prospects of 
increased prices of fuel if the scheme before 
Parliament became law. 


SHIPS AND SHIPPING 


Shipbuilding centres had been much 
encouraged by orders for new tonnage, which 
came in more freely in the later months of 
1928 than for a long time previously, but 
the delivery of new ships may have added 
to the difficulties of shipowners when the 
heavy fall in freights occurred. The 
experience of the closing months made it 
anything but a good year for shipowners, 
who, also, suffered from foreign competition. 

Trading in wheat on the Liverpool Grain 
Market was on a large scale during the first 
half of 1929, and the new year opened with 
big stocks in Great Britain and generally 
good supplies on the Continent. The world’s 
supply of wheat was ample for all require- 
ments, and the new winter crops had made a 
good start. The milling trade of the country 
had been rationalized, and this should greatly 
improve the position of millers. 

FOREIGN COMPETITION IN 
WOOLLENS 


Another disappointing and difficult year 
had been experienced by the wool textile 
industry, the trend of wool values having 
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been persistently downwards. In most 
countries demand for wool textiles appeared 
to have been restricted, and manufacturing 
activity consequently curtailed both at home 
and on the Continent. The wages dispute 
and the falling demand in certain markets 
had contributed to the disappointment, and 
foreign competition had also increased. 
Orders had been lost not on account of the 
superiority of foreign goods,. but owing to 
the fact that competitors were able to offer 
them at prices below those at which the 
goods could be profitably manufactured in 
this country. 


AGRICULTURE 


The bulk of the bank’s farming customers 
who depended more upon their stock than 
farmers in some other areas, had had on the 
whole a better experience. In Cheshire, 
dairy-farming was the predominant feature, 
and was not so difficult as in other parts. 
In Westmorland the breeding and rearing of 
cattle was a very essential part of farming 
operations; in Northumberland again sheep- 
farming was the special feature. Values for 
dairy cattle had been higher than for the 
past two years, and sheep and lambs had 
also commanded good prices. Most of the 
crops were above the average and were 
harvested in good condition. 


THE INDUSTRIAL NORTH 


“‘T have been unable to give a very good 
account of a number of our leading 
industries,”’ said the chairman in conclusion, 
“‘ but none the less I do not share the gloomy 
forebodings of those who persuade themselves 
that the industrial North is in decay. I do 
not myself believe in the alleged transfer of 
industry to the South or any serious scale. 
It is true that the lighter trades have tended 
to settle in the South but, with the exception 
of motor-car manufacture, they do not 
represent anything like the same amount 
of employment as our heavy industries. 

“* We have numerous industries other than 
the older staple ones, and I am satisfied that, 
generally speaking, national prosperity still 
depends on the North. I conclude on a note 
of confidence that our people, while still 
faced with great difficulties, will in the long 
run prove themselves equal to meeting the 
changed conditions of our domestic and 
export trade. 

** Before closing I would like to express in 
your name to the general manager, Mr. 
Shawyer, to our London managing director, 
Mr. Bromley-Martin, and to the district 
general managers and staff of the bank our 
appreciation of their loyal and efficient 
services. 

“‘ The spirit of loyalty animates the whole 
staff, and I think you will agree with me 
that we owe them a debt of gratitude for 
their services.”-—(Applause.) 

The report and accounts for the past year. 
were adopted. 
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Bank Meeting. 


NATIONAL PROVINCIAL BANK, LIMITED 


SATISFACTORY RESULTS 


SIR HARRY GOSCHEN’S SPEECH 


shareholders of the National Provincial 
Bank, Ltd., was held on January 30, 
at the Cannon Street Hotel, London, E.C. 


Sir Harry Goschen, Bt., K.B.E. (the chair- 
man of the bank), presided, and in the course 
of his speech said : 


As announced in the report, your directors 
have appointed two new directors to seats 
on the board, whose names will be later on 
duly submitted to you for re-election. It 
has given the board much pleasure to express 
in this way some public proof of the apprecia- 
tion they entertain for the valuable services 
Sir Alfred Lewis has rendered the bank as 
joint general manager and chief general 
manager for many years. We were fortunate 
in securing, as a result of the acquisition of 
the Bradford District Bank, Sir Alfred’s 
services for this institution. Since that 
time he has laboured without ceasing to 
combine the best features and traditions of 
the National Provincial Bank and the 
Bradford District Bank into one homogeneous 
whole and to maintain the sound position 
the bank enjoys. His efforts have been 
crowned with success, and we cordially 
welcome him as a member of our board. 


In electing Captain Evan Cadogan Eric 
Smith to a seat on the board, we are glad 
thus officially to retain our connexion with 
one of the oldest and most respected firms 
of bankers in the country. His father, 
Mr. Lindsay Eric Smith, was an honoured 
member of our board for many years, and 
I am confident that his son, who has already 
made his name in other spheres of business, 
will prove a useful and valuable colleague. 


"Tina annual general meeting of the 


CAPITAL AND RESERVES 


Our capital and reserves, which show no 
change, appear in the same manner as 
before, and with the balance of profit and 
loss account show the total of the bank’s 
paid-up capital and reserves at {19,808,086 
18s. 5d. This is followed by the item repre- 
senting our deposits and other accounts, 
which, at {271,540,937 38. 9d., shows a 


decrease, in common with most other banks, 
from the abnormally high figure at which 
they stood in last year’s balance sheet. 


Our advances stand at {£156,000,000, an 
increase of £6,000,000, as compared with 
1928, which clearly demonstrates, especially 
in view of the decrease in our deposits, that 
the bank has again during the past year 
made every effort to meet the requirements 
of its customers, thus enabling them, in many 
cases, to keep their works running and avoid 
further unemployment. 


We set forth a separate profit and loss 
account in the form required by the Act, 
from which you will see that the profit 
brought into the account after making 
provision for rebate and bad and doubtful 
debts amounts to {2,224,786 8s. 11d. 


I might here refer to the Hatry collapse. 
The repercussions of such a collapse could 
not but affect directly or indirectly, at some 
point or other, a business of the magnitude 
of and as widespread as ours. We have, 
however, made adequate provision for 
possible losses out of the year’s revenue. 


NET PROFIT AND ALLOCATIONS 


The balance of net profit brought down 
from this section of profit and loss to what 
I may term the appropriation account 
amounts to {2,189,704 7s. 7d., and compares 
with the figure of {2,108,663 16s. 11d. in last 
year’s balance sheet. With the balance 
of £865,845 8s. 6d. brought forward from 
last year, we arrive at a total of £3,055,549 
16s. Id. available for the dividends and 
various allocations, which have been set out 
on the other side of the account. 

The dividend paid in July last of £853,147 
8s. tod. has first to be charged and the 
balance is appropriated to the following 
accounts: to the pension fund, £100,000; 
to bank premises, £200,000, against £100,000 
last year; and to the contingency account, 
£200,000; so that, after the deduction of a 
final dividend at the rate of 18 per cent. 
per annum for the half year, amounting again 
to £853,147 8s. 1od., the sum of £849,254 
18s. 5d. remains ta be carried forward to 
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next year, as shown in the balance sheet. 
I need not emphasize the fact that such a 
satisfactory result of our operations as is 
before you, produced during a period of 
most extraordinary difficulty, could only 
be achieved by watchful control of our 
resources and careful management of our 
business. It has been a year of unremitting 
labour for the chief general manager and 
the general managers, and I am sure you 
will support me in paying tribute to them and 
also to our managers and staff throughout 
the country, who, by the loyalty and the 
efficiency of their united efforts, have con- 
tributed to the gratifying results which are 
before you. 


BUSINESS CONDITIONS 


On the Continent of Europe business has 
not been good, and reports of failures and 
difficulties have unfortunately been rife in 
many directions. It is a matter for regret 
that in many cases serious irregularities and 
undoubted evidence of fraudulent practice 
have been brought to light, and one cannot 
help wondering whether the inordinate desire 
to make money quickly and at all costs, 
which, unfortunately, has been only too 
prevalent, has not had some influence in 
lowering the high moral standard of business 
integrity both at home and abroad on which 
we have so far been accustomed to rely. 
I trust that what appears to be a lapse from 
the high traditions of financial and com- 
mercial morality may prove to be only a 
temporary aberration, and that last year’s 
experience wiil have shown the world at 
large that the maintenance of a high standard 
of honour and probity is the primary and 
the most essential basis of all domestic and 
international business transactions. 


IRON AND STEEL INDUSTRY 


It may almost surprise you, after all I have 
said, that I am able to record improvement 
in the position and results of any of our 
important industries. The fact, however, 
that during the past 12 months there have 
been no prolonged or important trade 
disputes involving protracted stoppages of 
work has been of material value, and the 
better understanding between employers and 
employed which appears to be slowly but 
surely permeating the country has been an 
important factor in the improved results 
which have been achieved in some 
directions. 


The production of both iron and steel 
shows a considerable development as com- 
pared with the figures of 1928, and a still 
more pleasing feature is that our exports of 
these metals represent an appreciable increase 
both in the raw and manufactured grades as 
well as in the more highly finished states, 
such as hardware, cutlery, and machinery. 
The year’s output of British steel of 
9,600,000 tons is almost a record in the 
history of the industry, but even with this 


production the available steel plant in the 
country is not approaching its full capacity. 
It would be idle to pretend that our iron and 
steel trades are in a prosperous condition, 
but progress has been made. The re- 
organization and amalgamations which have 
taken place and are still in process of comple- 
tion have effected many economies. Much 
dead wood has been cut out, and I do not 
think I should be expressing too optimistic 
an opinion if I say that there are several 
undertakings which are once again covering 
their expenses and that there are some which 
are actually working at a profit. 


THE COAL POSITION 


Conditions in the coal industry, judged by 
the increased tonnage produced and larger 
exports, appear to be improving, and it is 
especially gratifying to note that a larger 
number of men are now employed in and 
about the mines. It is, however, doubtful 
whether net profits show any commensurate 
return, although some collieries appear at 
last to be more than covering production 
expenses, and some even to be working at 
a small profit. The tendency towards com- 
bined working and collective selling organiza- 
tion is a satisfactory feature, and in one 
instance at all events appears to be showing 
successful results. Owners and workers seem 
to be coming closer together in the realization 
of the fact that their interests are identical 
and not antagonistic. It seems almost a pity 
that this improving situation may again be 
disturbed by new legislation, and we can only 
hope that whatever provisions are enacted 
they may be carried through with the 
approval of both owners and workers and so 
foster this growing spirit of co-operation 
which so vitally affects this most important 
industry. 


BANKS AND INDUSTRY 


Our great basic industries, cotton, iron, 
and steel, are all clamouring for further 
supplies of capital to instal new machinery, 
to bring processes up to date, and to effect 
such improvements and reorganization as 
they confidently hope will enable them to 
compete successfully in the markets of the 
world, and where is this capital to come 
from? No one, I take it, would suggest that 
the banks should permanently find the 
money required for capital expenditure and 
lock up their resources in machinery and 
bricks and mortar. It never has been the 
policy of the English Joint Stock Banks to 
immobilize their funds in such investments, 
and I trust it never will be. Their function 
is to provide money for their customers, 
current needs, and it is owing to the fact 
that this has been their guiding light, and 
to the wise provision for eventualities which 
they have made from their profits in happier 
days, that they have been able, even in times 
of crisis, to assist their clients and at the 
same time maintain their sound position. 


The report was unanimously adopted. 
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Bank Meeting. 
WESTMINSTER BANK 


HIGHER PROFITS. BRITISH MONETARY AND FINANCIAL SYSTEM. 


PRE- 


EMINENT POSITION. STRONG PLEA FOR ITS MAINTENANCE. INDUSTRIALISTS’ 
CRITICISMS. ADDRESS OF MR. R. HUGH TENNANT. 


HE annual general meeting of the 

Westminster Bank was held on 

Jan 29, at the Head Office, 
Lothbury, E.C., Mr. R. Hugh Tennant 
(chairman) presided. 

The chairman, at the outset, referred with 
deep regret to the death of two esteemed 
directors, Mr. Sturgis and Colonel Goodden. 
They all welcomed Viscount Goschen to the 
Board after the completion of his successful 
term of office as Governor of Madras. Lord 
Goschen was chairman of the London County 
and Westminster Bank from 1909 to 1917, 
and a director of their Bank until his 
departure for India in 1924. 

Having reviewed the Balance Sheet, the 
chairman said that the profits for the year 
were {£2,160,000, some {12,000 higher than 
those of the previous year. After reserving 
£1,356,000 for the payment of dividend 
similar to that of 1928, they allocated {250,000 
to Bank Premises, {200,000 to Officers’ 
Pensions Fund, as in former years, £400,000 
to Contingent Fund, leaving £506,000 to be 
carried forward, or about £45,000 less than 
the amount brought in. 

The chairman then commented briefly on 
the unparalleled frauds and forgeries com- 
mitted by Hatry and his associates, whereby 
banks and financial institutions had been 
victimized. 

He said the advances made by the Bank 
had in each case been granted for a perfectly 
legitimate purpose, and that the securities 
deposited as cover therefor would, in the 
absence of fraud and misrepresentation, have 
proved more than sufficient for their purpose. 

He further stated that the Bank had 
provided fully for any possible losses it might 
make and, despite the troublous times 
experienced, had been able to deal with this 
unfortunate affair without encroaching on 
its Contingent Fund, which was now larger 
than it was a year ago. 

The chairman then reviewed at length the 
broader aspects of the present economic 
position of the country, observing that of 
British industry, as a whole, it might, at 
least, be claimed that if no spectacular 
progress had been made in the past year, 
yet that the trend had been in the right 
direction with the exception of the cotton 
trade. Commenting in detail on the leading 
staple industries of the country he remarked 
that the review 1evealed many tendencies 
which might justly be regarded as matters 
for congratulation. 

LONDON AS AN INTERNATIONAL 

MONEY CENTRE 

The course of affairs in the sphere of 
international finance, and the part played 
by London as an international monetary 


centre during the past very difficult year, 
form a topic of such outstanding interest, 
not merely to the banker but to the whole 
world of business, that I propose to select 
this as the main theme of my address to you 
to-day. There are two main reasons why 
Idoso. In the first place, it is no exaggera- 
tion to say that the year 1929 has been the 
most critical and testing period for London’s 
position as an international money centre 
since the outbreak of the Great War. 
Secondly, the very fact of the strain placed 
upon London by her successful efforts to 
maintain that position, has given rise in 
certain quarters to a complaint and to a 
questioning—a complaint that the interests 
of British industrial production and trade 
are being sacrificed in order to maintain 
London’s international position, and a 
questioning whether the maintenance of 
that position is sufficiently important to 
make such supposed sacrifice worth while. 


CRITICISMS OF TRADERS 

Glancing back over the year, it is permis- 
sible to congratulate ourselves that London’s 
financial machine has emerged from the test 
with unimpaired credit and enhanced inter- 
national prestige. But it is at this point 
that the industrialist and the trader enter 
their complaint. What you have been 
describing, they will say, is exactly what 
we are grumbling at, namely, that London’s 
efforts to maintain her international position 
in a time of strain, entail sacrifice on our 
part through the imposition of high rates 
for borrowed money, which often transform a 
small profit into a loss, and insome unfortunate 
industries are the last straw which breaks 
the camel’s back. Now that is the position 
which I wish to meet, First and foremost, 
it is unfair to place upon the British mon- 
etary and financial system the responsibility 
for the damage done by a great inter- 
national monetary upheaval, which, after 
all, London did its best to check. Equally 
unfair is it to lay stress upon domestic 
sacrifices resulting from a wholly abnormal 
period, without examining such concrete and 
lasting benefits as may accrue in normal times. 


CONTRIBUTIONS TO NATIONAL 
INCOME 

I doubt whether the general public is 
aware of the contribution made by London’s 
international financial business to the national 
income and the wealth of this country. 
Board of Trade experts estimate that in 
1928 the earnings of London as an inter- 
national centre accounted for £65 millions 
out of the {149 millions of the balance in 
favour of this country. In 1927 the figure 
was put at £63 millions out of a total favour- 
able balance of {114 millions, while in 1926 












Britain’s final balance of international pay- 
ments would actually have shown a large 
deficit had it not been for the {60 millions 
under this head. Such figures as these, 
approximate though they are, reveal the 
very important dimensions of the part played 
in British economic life by London’s inter- 
national functions. Let us look at it in 
another way. Much is constantly and 
rightly heard of Britain’s great export 
industries, by which are meant those great 
industries which show a favourable balance 
in their dealings with the rest of the world. 
The fact deserves emphasis that the net 
export balance of what I will call the 
“financial industry” is between {60 and 
{70 millions per annum. It therefore ranks 
as one of our greatest export industries. 
But these figures tell only one-half of the 
story. The Board of Trade estimates that 
our ‘income from overseas investments ”’ 
totals {285 millions a year. This is an 
essential factor in our trade balance. The 
securities which yield this income have been 
accumulated during many past years, as 
a result of long-term loans by British citizens 
to foreign countries. The process still 
continues. London as an international finan- 
cial centre has played a large part in finding 
opportunities for such investments, providing 
the machinery for their emission, filling the 
gap between the time when the foreign 
borrowers require the money and the time 
when the British investor is prepared to 
furnish it, providing facilities for the transfer 
of such securities, safeguarding holders’ 
interests after their emission, and so on. 
In practice, this policy has given positive 
and most important benefits to British 
productive industry. Foreign borrowers 
have frequently used a large share cf the 
proceeds of loans in the placing of orders 
with British manufacturers. Judiciously 
made, such loans enhance the wealth and 
purchasing power of overseas borrowing 
countries. That foreign lending may be 
abused, and in some cases overdone, should 
not detract from a proper appreciation of 
its invaluable services to the community. 
If we were to awaken to-morrow and find 
that London had ceased to function as an 
international centre, it is clear that we 
should have to face a situation in which 
British trade and the national wealth would 
be very much worse off than they are at 
present. The figures that I have given 
suggest the scope of the definite losses which 
would be involved. Is it possible that there 
could result for British industry any com- 
pensating gain? 


CRITICS’ PROPOSALS ANALYSED 

It is, of course, utterly inconceivable that 
London should. suddenly abandon her inter- 
national business, but there are some who 
appear to think that those who guide our 
monetary and credit system should concen- 
trate their resources more in the development 
of British industry, and less in international 
finance. But it is never quite clear what 
Precise measures critics of the present system 
would suggest. It cannot seriously be 
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proposed at this stage that Great Britain 
should abandon the Gold Standard. For 
such procedure would not only shatter 
British credit in every country of the world, 
but would also lead the world back into that 
chaos of exchange fluctuations which, in the 
post-war period, provided one of the most 
stubborn obstacles to trade recovery. A less 
impossible suggestion is that steps might be 
taken to place unofficial but effective obstacles 
in the way of those who wish to withdraw 
gold. This covert half-and-half abandon- 
ment of the Gold Standard has indeed been 
tried by some countries. It is true that if 
the expedient were adopted here, the national 
gold reserve might show less fluctuation, but 
it is certain that foreign institutions would 
be unwilling to place their temporary floating 
reserves for short-term investment in London 
to anything like the present extent. Their 
willingness to do so now under full Gold 
Standard conditions is due to their complete 
confidence that they can withdraw their 
balances, should need arise, immediately, 
without condition, and without difficulty, 
and if they wish it, in the form of gold, which 
is the only universally accepted medium. 
Those overseas deposits in London are, in 
the aggregate, of very large dimensions at 
any given moment. They go to swell the 
total fund of credit in the country, in which 
all share, including the manufacturer. The 
inconvenience caused by the French with- 
drawal of their balances last year, itself 
indicates how large those deposits may be. 
If London ceases to be a repository for the 
world’s spare resources, the rates paid by 
British industrialists for accommodation 
may fluctuate less frequently, but on the 
average they will be appreciably higher than 
those now prevailing. By what means could 
British industry be compensated for this 
damaging result? To this question some 
thinkers on banking and credit subjects have 
two answers to make. The first is to suggest 
what is in reality inflation of credit, with 
which subject I dealt at some length in my 
speech to you last year. The second answer 
is, that the British banks should extend their 
activities to providing home industry with 
fixed as well as working capital, and should 
interest themselves financially in company 
formations, after the manner of certain 
Continental banking systems. There is one 
definite obstacle which prevents British 
banks, as at present constituted, from 
pursuing this line of development. Unlike 
Continental banks, they are mainly deposit 
institutions, and are not in a position to 
lock up in long-term industrial investments 
funds which are, for the most part, liable to 
be withdrawn practically on demand. It 
may be argued that this fundamental 
difficulty should not be allowed to impede 
the development of any movement likely to 
be of benefit to the national well-being. 
It remains to find a way out of the difficulty, 
and this may perhaps lie in the formation of 
new institutions for this specific purpose. 


The report and accounts were adopted and 
other formal business transacted. 
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Total Abroad 

| 

“5 | 9-0 17-1 5:4 6-2 1°4 6-1 4 17-3. | 101-4 
“4 8:8 17°1 5:4 6-3 1-4 6-1 45°2 17°6 101-4 
‘4 8°6 17°4 5°5 6:3 1-5 6-1 45-3 17°6 | 101-4 
4 7°8 17-4 5:7 6-3 1°5 6-1 18-1 101°4 
H 3-3 6 6-4 2-4 71 -3 | 103-1 
; 3°3 7 6-4 2-4 71 46-5 18-3 | 103-2 
’ 3°8 9 6-7 2-4 71 46-6 17-9 | 103-2 
4-0 1 6-7 2-4 71 19- 103-2 
: 121-2 4-2 15-7 14-0 71 4:9 71 54-6 18-6 | 103-4 
; 124-8 4:2 18-8 14:0 7-0 4:9 7:2 54°6 18-6 | 101°5 
; 129-8 4-2 18-9 14:3 7°3 4:9 7-2 54-6 18°6 | 10:°5 
183-6 4:2 18-9 14:3 7°3 4:9 7:2 54-6 20-5 101-5 
183°6 4-2 18-9 14-3 7-3 4:9 7:3 54-7 19-1 101°5 
131-3 3-6 13-9 14-3 7°3 4-9 7-3 55°3 19-1 101-5 
126-3 6-9 19-0 14°4 7°3 4:9 7-3 55-4 19-1 101-5 
! 86-4 2-9 19-0 14°4 7°3 4-9 6-3 55°4 19°7 101-5 
) 86-4 2-9 19-1 14-4 7°3 4:9 6-3 55°6 19-7 101-5 
97-6 4:9 20-1 14°5 7:3 4:9 6-3 55°8 19-7 101-6 
105-2 7:3 22-3 15-0 7°3 4:9 5:8 55°8 20°1 101-7 
106-9 7:3 26-5 15°3 7°3 4:9 5°8 55-9 20-1 101-7 
108°3 7:3 29-2 15-7 7°5 4-9 5:8 56-0 21-1 101°7 
109-1 7°3 29°2 15-7 7:7 4:9 5:8 56-1 21-2 | 101-7 
109-9 7:3 29-7 16-1 7:7 4:9 5:8 56-1 22-3 | 101-7 
111°8 7°3 30-2 5°8 23°6 | 101-7 





of the month, otherwise from returns at the end of the previous month. 


ue the returns of the Bank of France. 
wailable”; thereafter only “‘ available” gold. Returns issued after stabilization at the end of 













Table III GOLD MOVEMENTS 





Ca 1 
BANK OF ENGLAND | UNITED KINGDOM 











TRANS. 
VAAL GOLD 
Net OUTPUT 















Net 
Purchases Sales Influx (+) Imports Exports ——_ (+) 
or Efflux (—) Exports (—) 
1 £ millions £ millions £ millions £ millions | £ millions | £ millions £ millions 












1926-27 





OCTOBER .. 8 4°3 — 3-5 3°5 4°4 - 9 3-6 
NOVEMBER 2-6 2-0 + °5 3-8 5-1 — 1-2 3-6 
DECEMBER 1-0 2°6 — 1°6 3-0 3-8 —- ‘8 3-6 
JANUARY .. 1-3 1-3 0-0 2-4 3°7 — 14 3-6 






1927-28 





OCTOBER .. 1-9 1-2 + °7 1°3 1-0 + <3 3-6 
NOVEMBER *5 1-7 — 1°2 3-1 4°5 — 1-4 3-6 
DECEMBER 3-0 1°4 + 1°5 1°9 2-2 - 2 3-6 
JANUARY .. 4-7 8 + 3-9 4-1 2-2 + 19 3-6 










1928-29 
OCTOBER .. 
NOVEMBER 
DECEMBER 
JANUARY .. 
FEBRUARY 
MARCH .. 
APRIL 

May ee 
JUNE és 
JULY ae 
AUGUST .. 
SEPTEMBER 
OCTOBER .. 
NOVEMBER 
DECEMBER 
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1 Figures compiled from daily bulletins of the Bank of England, 
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Table IV 


LONDON 


Discount Rates 





Treasury Bills 





Short Loan 
Bank Rate Rate 


Bank Bills Pine Tanto Weekly Tender Amount Amount Bank Bate 
mon te Offe Applied for 
3 the 3 months Ka iffered pp 
Per cent. 


Per cent. Per cent. Per cent. Per cent. Per cent. £ millions | £ millions 





WEEK ENDING: 




















1929-30 aa 
OcropeR 5 .. 6} 5 643 6 6 5 1-17 45 55-1 6 
‘ 6 5 64; 6 6 5 3-42 45 64-2 . 
of 6 5 6ik 6 6 3 6-39 45 68-8 a 
26. > of 519 4-65 45 784 6 
NOVEMBER 2 .. BH 515 8-33 45 104-9 | St 
9 9 .. 6 5 5 6% 513 9-82 45 69-1 5 
8 oe 6 bec 5a? 6t & 9 2-92 45 716 43 
ae 23. 5 et 5a 6 416 8-14 45 65-5 4 
vee 5 “i 443 58 4 14 10-00 45 53-6 4 
DECEMBER 7 .. 5 43 4 8 415 11-7 45 51°5 
ms || ee 5t 4i 4 5 415 9-67 40 44-7 4 
a 5 433 434 5t 416 0°55 40 44-2 4 
: 28 ; 4 4H 54 412 0-61 45 67:1 4 
JakuaRy 4 °. des 44; 54 4 511-16 40 63-5 4 
5 ee 5 333 405 5t 4 1 4-89 35 43-7 | 4 













Table V FOREI@ 


Dally 









PARIS MILAN BERNE MADRID 






































































NEW YORK AM3TER 
Kto£L Fr. to£ Lire to £ Fr. to £ Ptasto£ | Fi. to 
T : 
PAR OF EXCHANGE... .. 8665 12¢1 92-46 , 25°2215 25*2215 | 12°10 
1926-27 
OCTORER ee oe 4°8503 165-31 12-1 
NOVEMBER ‘a as 4-8490 142-06 12-1; 
DECEMBER ee e 4°8512 122-92 12:1: 
JANUARY oe os 4°8529 122-57 12:1 
1927-28 
OcTOBER on os 4-8700 124-03 12-1 
NOVEMBER ae «e 4-8738 124-01 12-0 
DECEMBER - oe 4°8825 124-00 12:0 
JANUARY ee ee 4°8758 12-0 
1928-29 
OCTOBER.. oe oe 4°8498 124-14 12°C 
NOVEMBER oe ee 4°8404 124-11 12°¢ 
DECEMBER ee oe 4-8526 124-10 12°C 
JANUARY oe oe 4°8503 124-08 12-( 
FEBRUARY oa oe 4°8525 124-23 12°1 
MARCH .. ee ee 4°8529 124-24 12°! 
APRIL .. os ee 4°8534 124-21 12-¢ 
May ee “s a 4°8511 124-14 12+ 
JUNE - es oe 4-8485 123-99 12° 
JULY ee ee oe 4-8511 123-88 12+ 
AUGUST .. - és 4°8487 123-89 12° 
SEPTEMBER oe oe 4°8485 123-87 12° 
OCTOBER ee oe 4°8698 123-89 12-1 
NOVEMBER oe ee 4°8778 123-86 12: 
DECEMBER 12° 











1930 
WEEK ENDING: 
JANUARY a1 


” 





eee menor 
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Table I[V—cont. 
















































NEW YORK PARIS BERLIN AMSTERDAM 
— eee silage 
a Market Market Market Market 

Bank Rate Discount Call Money | Bank Rate Discount Bank Rate Discount Bank Rate Discount 

doe Rate Rate Rate Rate 
lions Per cent. Per cent. Per cent. Per cent Per cent. Per cent. Per cent. Per cent. Per cent. 
——————EEE——eE——eEeEeEE 
1 6 Ste 78h 3 38} 7% 7 54 oti 
2 8 it 5g 3 3} 7 Thi 5 2 
8 6 it 6i5 3 3 7 7 5 5* 
‘ 6 433 53 3 3 7 7¢ 5 5 
ee ee ai 6 3} 34 781 Tes 5 4 
1 5 4% 6 3} 34 7 6% 5 43 
4i 43] Sat 3} 34 7 of 432 444 
) | 383 44; 3 34 7 6 4 45, 
4 3h 4h 3 34 7 632 4 3 
) 3 4¢ 3 3} 7 7 4 347 
i 4 3 4} 34 34 7 632 4 38 
4h 3 4 3} 34 7 7 4} 334 
4 43; 532 3 34 | 7 7 4} 32 
) i 333 53 3 34 7 652 4} 33: 
: ri 4c 4i2 34 Sis | 7 63} 4} 32, 
f Bills, are averages of daily rates. 


Table V—cont. 
































AMSTERDAM BERLIN STOCKHOLM BOMBAY KOBE fe, BUENOS AIRES 
ANE 
j Fl. to £ Rmk,. to £ Kr. to£ d. per Rupee d. per Yen. d. per Milreis d. per Gold Peso. 











18159 24e'58 5°8997 





20°43 






12°107 








12-124 20°378 18-147 17-892 24-065 6-914 45-899 
12-125 20°415 18-169 17°844 24-301 6-402 45-742 
12-130 20-387 18-154 7°851 24-230 5-866 46-163 
12°135 20°453 18-171 18-032 24-152 5:799 46°425 














12-116 20-408 18-084 17-972 22-962 5-910 47-894 
12-076 20-421 18-097 17-986 22-662 5-889 47-845 
12-073 20-434 18-080 18-099 22-707 5-905 47-810 
12-087 20-461 18-138 18-095 23-096 5:9'8 47-833 
























12-096 . . . 5: 
12-081 20°354 18-143 18-074 22-956 5- 
12-078 20-360 18-130 18-063 22°725 5- 
12-091 20-402 18-138 18-056 22-549 5- 
12-116 20-447 18-154 18-013 22-333 5° 
12-115 20-455 18-168 18-007 22-037 5- 
12-090 20°475 18-173 17-965 22-082 5- 
12-067 20°415 18-154 17-912 22-111 5: 
12- "075 20-335 18-114 17-854 21-745 z 

5- 

5: 

5: 












12-087 20-401 18-146 













toned as from June 25, 1928. 
bed as from a 22, 1927. 
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en rrr ye re 





asTE 
COAL PIG-IRON ON RE 
| Morons 


1 Ex 2 
Production Gate nding Number of | Production Production | Imports 
oke) Furnaces in | 


Blast | nd 
Millions of Millions of Thousands of | Th | Thousands 
Tous Tons Tons — a | of Tons 
—_— 








1926-27 
OCTOBER .. 
NOVEMBER .. 
DECEMBER .. 
JANUARY .. 


1927-28 
OCTOBER .. 
NOVEMBER... 
DECEMBER.. 
JANUARY .. 


1928-29 
OCTOBER 
NOVEMBER .. 
DECEMBER .. 
JANUARY .. 
FEBRUARY .. 
MARCH « 
APRIL 
May 
JUNE 
JULY 
AUGUST... 
SEPTEMBER 
OCTOBER 
NOVEMBER .. 
DECEMBER .. 


398 
423 
51 7 


aacssd 


COLD me er 


Stotoe ere che os 
SSSSESSSRERSESS 
OWAROOOMMAMSCSHS 
DAMMAM SATAOR Re RO 
CHMAWIMAOHMDOAaH 


162 643 


bo 
Cc 








1 Total for four weeks, 


Table VI BRITISH TRADE AND INDUSTRY—cont. 


1 
ALL COMMODITIES BANK CLEARINGS UNEMPLOYMENT 


eS a 

4] Indexof 

3 3 | Percent- | Numbers | Produc. 

Imports | Exports | Re-exports} London [Provincial Total Compar- age of on Live tion 
“Country” able Total| insured Register 

persons 

£ £ £ £ £ £ £ unem. 000’s 1924 = 10 

miliions | millions | millions millions | millions | millions millions ployed omitted 








1926-27 
OCTOBER 
NOVEMBER 
DECEMBER 
JANUARY 


1927-28 
OCTOBER 
NOVEMBER 
DECEMBER 
JANUARY 


1928-29 
OCTOBER. . 
NOVEMBER 
DECEMBER 
JANUARY 
FEBRUARY 
MARCH .. 
APRIL .. 
May oe 
JUNE... 
JULY oe 
AUGUST .. 
SEPTEMBER 
OCTOBER.. | 110: 
NOVEMBER 
DECEMBER 106- 


1,536 |) 
1,537 69°7 
1,394 

1,340 110°8 


1,080 

1,127 lors 

1,125 |J 
105°7 


bead 
red eo 
COG 


Paperey 
: CASm 
Cowon 
oon 


Perera) 
ISAaw 
SACs co 
UESH 


Coan 
2 20 0 
Anan 
Zxn-I10 
FOR 


8903 SIS SMUN GK co 
HOnoromoOKNWOMmHa 


SROOMOAMNAM&@H Ao’ 
PRAnOUOhISISm OE 
CONE ISSHOUMOCOHEDO 
He 09 C9 9D OOS Com GLO 
DON ON ihe me OP rm COTE CN Non 
COM Coa mo ATEN Om 
i) 
AWA KH IDSHWUARDOOR 


1 Daily averages based on weekly or monthly returns. * “Country” clearings at London Cuts 
House. 3 To ou (London “Country” and Provincial) adjusted, for comparative purposes, by 
application of Board of Trade index number of wholesale prices (1924 = 100). 4 Average of Mour or five 
weekly returns. 5 Reprinted by courtesy of the London and Camb Economic Service, 
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Table VI—cont. 


MN URES THERROF | MACHINERY corres a 

























Exports of Exports of Exports of Exports of Exports of 










2 | E " . ~ 
8 xports Imports Exports Yarns Piece Goods ‘ops Wool and Wool and 
ction } -_ ” - ts . Worsted Worsted 
j Yarns Tissues 
nds | Thousands | Thousands £ & Millions of Millions of Millions Millions Millions of 
nds of | of Tons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 





















4 1,024 3,956 13-5 307°7 3°5 3°8 11:7 
7 423 166 1,177 3,998 15°3 277-6 3-0 4-1 13°3 
9 517 159 1,129 3,880 14°8 239°38 2:4 3°6 12°5 
1 555 219 1,308 3,995 15°9 322°3 3°0 3:4 15°9 
) 1,244 4,503 15°3 312: 4-0 5-1 13-1 
285 399 1,360 5,440 17°4 402-2 3-4 5°2 16-4 
: 281 352 1,359 4,186 14°5 290-6 2-9 4°5 15-0 
3 284 332 1,345 4,805 14°9 337°4 2°38 4-0 16-9 
; 261 377 1,488 4,402 15-1 334-0 2-5 4°5 12-7 
} | 983 399 1,422 4,651 15°4 331-4 2°8 4-1 12-5 
184 359 1,235 4,499 13-2 290-5 2-5 3-4 12-4 
| 244 421 1,627 5,078 16-9 379°3 3-1 3°6 18-6 
| 160 330 1,235 4,108 13°7 326-1 2°5 3:0 14°6 
| 182 350 1,444 4,154 13-5 334-0 3-2 3-3 12-1 
| 262 340 1,574 4,151 13-1 349-4 2-4 3-0 9°5 
257 443 1,802 5,528 16-0 321-4 3-4 4°7 11-3 
234 307 1,695 3,794 12°3 223-9 2-1 3-4 10-2 

237 376 1,687 5,066 15-0 355-4 2°2 5-1 17°5 
| 255 358 1,728 4,421 15°3 321°3 2°38 4:9 17°1 
229 299 1,460 3,768 10°2 237°5 2°38 3°7 11°3 

248 390 1,724 4,803 13°5 265°8 3°3 4°5 11-1 

250 383 1,531 5,079 12°5 284-0 2-9 4-1 10-8 

| 266 332 1,629 4,408 14°5 273°6 2-0 3:4 11-4 











National Federation of Iron and Steel Manufacturers. 









COMMODITY PRICES 


GERMANY 


Table VII 


UNITED KINGDOM 











FRANCE 





U.S.A. 






































lex of Wholesale 1 | Wholesale} Wholesale | Cost of | Wholesale} Cost of 
oduc- Cost of (Depart- | (Reichs- | Living | (Statis- Living 
jon Living ment of bord) (Reichs- tique (Statis- 
Board of |“ Statist” | ** Econ- (Ministry | Labor) bord) | Générale) tique 
Trade omist” jof Labour) Générale) 
= uly 2 1913/14 July 
1918= 100] 1913 = 100 | 1913 = 100 | 1914 = 100 | 1926 = 100 | 1913 = 100 = 100 | 1913 = 100 | 1914 = 100 
1926-27 
‘a OOTOBER.. | 152-1 154-1 154-2 179 99-4 136-2 142-2 751-5 
9-7 NOVEMBER | 152-4 153-9 151°3 179 98-4 137°1 143-6 683-38 
DECEMBER 146°1 145°8 145-1 175 97-9 137-1 144°3 626-5 545 
0°8 JANUARY 144-8 96-6 | 135-9 21- 
1927-28 
- OCTOBER.. | 141-4 141-9 142°5 169 97-0 139-8 150-2 587-0 
74 NOVEMBER | 141-1 142-9 143-1 169 96°7 140-1 150°6 594-3 
2 DECEMBER 140-4 142°8 141-9 168 96°8 139°6 151°3 603-9 498 
57 JANUARY 2-2 “5 96-3 7 6-7 
1928-29 
: OcTOBER.. | 187-9 | 187-4 136-9 167 97°8 140-1 | 152-1 | 617-0 
+2 NOVEMBER | 137-9! 138-7 136-9 168 96-7 140-3 | 152°3 | 625-7 
DECEMBER | 138-3 138-7 136-5 167 96-7 139-9 | 152°7 | 623-8 531 
JANUARY.. | 138-3 | 137-6 136-1 165 97-2 138-9 | 153-1 | 630-6 
68 FEBRUARY 138-4 141°3 137°3 166 96-7 139-3 154°4 638-5 
MaRcH .. | 140-1 141-8 138-1 162 97-5 139-6 | 156-5 | 639-4 547 
APRIL .. | 138°8 | 137-1 135-0 161 96°8 137-1 | 153-6 | 626-7 
"0 May +. | 185-8 | 132-9 131-5 160 95-8 135-5 | 153-5 | 622-8 
JUNE -- | 135-6 | 133-0 131-7 161 96-4 135-1 | 153-4 | 610-0 556 
° JULY «. | 137°4 135-4 134-6 163 98-0 137-8 154-4 613-0 
4 AUGUST .. 135-9 134-0 134°5 164 97°7 138-1 154-0 596-4 
SEPTEMBER | 135-8 132-5 131-9 165 97°5 138-1 153°6 597-3 555 
OCTOBER.. | 136-1 | 130-7 129°6 167 96°3 137-2 | 153-5 | 589-5 
NOVEMBER | 134-0 127-4 126-9 167 94-4 135°5 153-0 583-7 
DECEMBER | 132-5 | 128-0 126-9 166 134-3 | 152-6) 575-9 






1 The indices, which are for the 1st of the month, are entered for the previous month to 
facilitate comparison. 

® The average for 1926 on the old base (1913 = 100) was 151-1, but the two sets of indices 
are not strictly comparable. 
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THE ANGLO-SOUTH 
AMERICAN BANK LTD 


17 OLD BROAD ST, LONDON, EC2 


Banco Popular del Peru 
(Established 1899) 
Lima, Peru 


Paid-up Capital a ... £P. 200,000.0.00 
Reserve Fund ... ii .. £P. 77,700.0.00 


Current and deposit accounts opened on the most favourable 
terms in Peruvian and foreign currencies. 


The bank receives for collection foreign bills of exchange. 


Letters of credit issued. 

Remittances and telegraphic transfers made to all parts of 
the world. 

Every description of banking business transacted. 





London Correspondents : 
MIDLAND BANK LIMITED. 


BARCLAYS BANK LIMITED. 
AURELIO GARCIA Y LASTRES, Manager. 
























































293 


PERUVIAN SUPPLEMENT 





General Banking Position in 
Peru 


By a Banking Correspondent 


LTHOUGH there has not yet been promulgated in 
A Peru any legislation of a general character govern- 

ing the banking industry, such as has been adopted 
in some other South American countries, nevertheless a 
definite step forward in the modernization of the credit 
machinery of the country was taken by the formation of 
the Banco de Reserva del Peru, which has sole charge of 
the currency note circulation. In view of the fundamental 
importance of this development, it is a matter of interest 
to examine how the bank came to be established. The 
first definite project for the formation of a central bank 
was submitted to the Peruvian Congress on October Io, 
1921. After a considerable discussion, the Bill was 
withdrawn and another measure substituted and sub- 
mitted to Congress in January 1922. The final result 
was the promulgation on March 9, 1922, of Law No. 4500, 
which governs the organization of the present reserve 
bank, and legal constitution of the bank took place 
on April 4 following. The principal features of the Act 
were as follows: The head office of the bank was to be 
established in Lima, and the original capital was to be 
£P2,000,000 in shares of {Pro each, divided into two 
classes, designated “‘A”’ and “‘B”’ shares, respectively. 
The shares of the latter category were for subscription by 
the general public and were to carry no voting power, 
while the “A” shares were for allotment among all 
Peruvian banks and foreign banks having a branch 
established in the country. The shareholding banks were 
formed into three groups, according to the amount of 
their capital. The banks of each group were entitled to 
elect two directors to represent them on the board of the 
bank, one of whom must be a Peruvian national. The 
six members of the board thus elected, together with 
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three appointed by the Government—two at least of 
whom must be Peruvian—together with one director 
chosen by the fiscal agency of the Government abroad, 
were to comprise the whole board of ten members. The 
bank was given power to act as clearing house for the 
shareholding banks and was prohibited from entering 
into exchange transactions, making loans to the banks, or 
granting overdrafts on current accounts. The Law 
enacted that it was the bank’s exclusive privilege to issue 
bank-notes, but for the purposes only of exchanging them 
at par for the “ cheques circulares ”’ in circulation at the 
date of the promulgation of the Law, as well as for 
providing for the operations of rediscount on behalf of and 
advances to the shareholding banks, and also for the 
purpose of mobilizing the deposits made in gold. 

Under the provisions of the Law, the Banco de 
Reserva has to maintain in its vaults, as guarantee for 
its note issue, Peruvian gold pounds or gold bars in the 
proportion of 7 grammes 323 milligrammes of fine gold 
for each Peruvian pound, cash funds in dollars in New 
York and in pounds sterling in London—gold and credits 
which shall in no case total less than 50 per cent. of the 
aggregate of the bank-notes in circulation. Certain pro- 
visions were also laid down for the distribution of the 
profits of the bank, which include the payment of a fixed 
cumulative dividend on the paid-up capital of 6 per cent. 
per annum on the “‘ A” shares and 12 per cent. on the 
“B” shares. The capital of the bank, profits, and 
rights of issue were established free of all present and 
future taxation levied in Peru. The Banco de Reserva 
has, since its inception, carried out with satisfaction the 
functions with which it was entrusted, and its organiza- 
tion has undoubtedly proved a definite step forward in 
the modernization and stabilization of the Republic’s 
credit machinery. 

Reviewing briefly the history of banking in Peru, and 
the activities of credit institutions other than the reserve 
bank, it may be said that banking in Peru was not placed 
on a clearly defined basis until towards the end of the 
nineteenth century. Preceded by several institutions of 
small capacity and local in character, the Banco del 
Peru y Londres, established in June 1897, by the fusion 
of the Banco del Callao and the Lima branch of the 
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London Bank of Mexico & South America, quickly became 
an important financial institution in the Republic, and 
its history has been one of steady expansion. By the 
year 1907, the business of this bank had developed to 
such an extent that the original capital of £P200,000 was 
increased to £{P500,000 and later to £{P1,000,000, of which 
£P800,000 is paid up.. Its stock was first quoted on the 
Paris Bourse in 1907 and in the following year on the 
London Stock Exchange, the shares having a nominal 
value of {Pro each and standing at a premium. The 
reserve fund has been considerably augmented and at 
present amounts to £P370,000. The bank has partici- 
pated in loans floated in the Republic by the National 
Government, municipalities, and commercial enterprises, 
some of the loans having also been placed to advantage 
in Europe and the United States through the medium of 
a committee set up by the bank in Paris. Locally, the 
institution transacts a general banking business, its 
operations extending to all parts of the Republic by 
branches situated at nineteen centres, apart from the 
head office in Lima. 

Another old-established institution is the Banco 
Italiano, founded in Lima in 1889, the whole of the 
original capital of which was subscribed by the Italian 
colony, its business being primarily based upon the trade 
of Italian nationals, the most numerous element of the 
foreign population of the Republic. The bank occupies 
an important position in the country, having capital 
subscribed and paid up of £P800,000, reserve funds of 
£Pg10,000, and has its head office in Lima and branches 
at Arequipa, Callao, and six other commercial centres 
in Peru. 

The Banco Internacional del Peru and the Banco 
Popular del Peru are comparatively smaller institutions, 
also maintaining their head offices in the capital city, 
the former having a paid up capital of £P399,800, and 
reserve fund of £P46,000, and the latter a paid up capital 
of £P200,000, and reserves of £P60,000. 

As already indicated, up to the present time there 
has not been enacted in the Republic legislation regula- 
ting the operation of the banking industry as a whole, 
except in regard to the mortgage banks. The foreign 
and domestic banks are organized and governed by 
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the laws relating to corporations. Savings accounts in 
the Republic are large, both in the Caja de Ahorros and 
in the commercial banks. In regard to mortgage banking, 
the Credito Hipotecario del Peru, established in 1909, and 
operating under a special law governing mortgage banks, 
makes loans on city and country property, while a banking 
development of considerable interest during recent months 
has been the inauguration of the Banco Hipotecario del 
Peru. The purpose of this new institution is that it 
should absorb mortgage bond issues of the local banks, 
which, at the end of 1928, amounted to a nominal value 
of £P3,991,770. 

Of the foreign banks, the Anglo-South American Bank, 
Ltd., opened a branch in Lima at the beginning of 1920. 
For many years a considerable business had been 
transacted through an agency, but, in response to the 
generally expressed wish and the desirability of affording 
increased banking facilities of an international character 
to meet the needs of expanding overseas trade, it was 
decided to open a local branch. The Anglo-South 
American Bank also has a controlling interest in the 
Commercial Bank of Spanish America, Ltd., which 
maintains a branch at Iquitos. 

Among other European banking interests the German 
are represented in Peru by the Deutsche Ueberseeische 
Bank, which, under the title of the Banco Aleman Trans- 
atlantico, maintains offices at Arequipa, Callao, and 
Lima. The Peruvian branches commenced to operate 
in 1905, and have greatly contributed to the development 
of German trade in Peru. 

The entry of the United States into the Peruvian 
banking sphere has been of more recent date, for it was 
not until 1919 that the National City Bank opened a 
branch in the capital city. One of the leading Canadian 
banking institutions, namely, the Royal Bank of 
Canada, also maintains a branch at Lima, as well as at 
three other centres in the Republic. 

Reviewing the economic situation in the Republic as 
a whole, it may be said that, at the present time, the 
reform most urgently needed is the definite legal stabiliza- 
tion of the exchange value of the currency and the restora- 
tion of a free gold market. This need is held prominently 
in mind by the Government, and definite action is known 
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to be under primary consideration at the present time. 
Once stabilization on a gold basis were permanently 
achieved, the banks and credit institutions as a whole 
would be in a stronger position to provide for the ex- 
panding credit needs of the country, while the inflow of 
capital from abroad, which is required in a large measure 
for transport and other development schemes, would be 
materially assisted. 









History of Peruvian Currency and 
Exchange 
By a Banking Correspondent 
; he early history of Peruvian currency may be 





summarized as having constituted a gradual transi- 
tion from bi-metallism to the gold standard. The 
various stages by which this change took place are now 
too remote to be worthy of examination in detail, and it 
suffices to place on record the fact that the sol, or silver 
dollar, was displaced in the year 1898 by the introduction 
of the gold standard, which was established by the Act 
of December 27, 1897. The gold coin adopted was the 
Peruvian pound, which is of similar weight and fineness 
to the pound sterling, Peruvian and British sovereigns 
being acceptable as unlimited legal tender. The silver 
sol and copper coins, however, remained the only coins 
in circulation up to December 15, 1901, the Act of that 
date finally placing the country on a gold standard and 
fixing the silver sol at 24d., or one-tenth of the pound. 
With the implantation of the gold standard in Peru 
the currency position remained without any abnormal 
feature until the outbreak of the European War in July, 
1914, which immediately produced unsettlement in the 
commercial and financial life of Peru. The disorganiza- 
tion experienced in trade was accompanied by efforts on 
the part of business organizations and individuals to 
adjust their obligations and contracts, with the result 
that the exchanges were subjected to a severe strain, the 
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effects of which may be gauged from the comparative 
table of exchange quotations which follows towards the 
end of this article. The reactions which characterized 
the credit situation were modified by moratorium 
measures, but it proved impossible to arrest the tendency 
towards the hoarding of gold and its consequent with- 
drawal from circulation. Ultimately a resort to some 
kind of emergency currency became imperative, and, 
following consultations among bankers, commercial 
interests and the Government, it was decided to permit 
the banks to issue paper money, and also to prohibit the 
export of gold. 

The first law on the subject (No. 1968) was passed on 
August 22, 1914, and provided for the constitution of the 
semi-official supervising Committee, the Junta de Vigilan- 
cia, composed of five members, to which was entrusted 
the administration of the emergency currency to be issued. 
The notes thus authorized were given the name of 
“cheques circulares’”—a name intended to avoid 
association with the paper money of the past, to indicate 
a temporary character, and to suggest the several respon- 
sibilities of the banks. As security for the cheques, each 
bank was required to deposit with the Junta de Vigilancia 
an amount of gold equivalent to a certain percentage of its 
quota and acceptable collateral for the balance. The 
cheques represented a preferential lien on the resources of 
the banks and were to be redeemed finally in gold. It 
may be mentioned in passing that, despite the obvious 
necessity for adopting the emergency currency measures, 
for some time the people of Peru accepted the “‘ cheques 
circulares ’’ with reluctance and displayed a general lack 
of confidence in them. 

It was not until the latter part of 1915 that there came 
a turning point both in quotations for foreign exchange 
and in the public acceptance of the “‘ cheques circulares.”’ 
During the greater part of that year drafts on London 
were maintained at a little less than 10 per cent. premium 
through co-operative measures among the banks. In 
December, artificial control was lifted because of the 
greater supply of drafts then available as a result of 
growing exports, and the premium on foreign remit- 
tances receded rapidly until, by the early part of 1916, the 
pound sterling was at a slight discount. At the same 
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time, the betterment of the general public situation had 
been sufficiently reassuring to remove the doubts held as 
to the integrity of the ‘‘ cheques circulares,” so that for 
practical purposes the new emergency circulation was 
as good as at par, although there remained some demand 
for metal currency which caused the payment in some 
instances of a premium of I or 2 per cent. 

The exchange recovery was due not only to the revival 
of the export trade, but to the sale by the Government of 
foreign drafts collected in payment of the new export 
duties first assessed in 1915. When par of sterling 
exchange was reached, the Government remitted its drafts 
to New York for the purchase of gold and silver. In the 
first half of 1916, gold to the amount of £P.300,000 was 
imported. The Mint resumed operations and gold began 
to re-appear in general circulation. From this time 
onward began the period of exceptional prosperity both 
in private business and in public finance which lasted 
until the post-War deflation period of 1920, while from that 
date onward the currency problems were for the most part 
of a technical nature. 

Following upon the entry into the European War of 
the United States in September, 1917, that country 
forbade the export of gold, and at the same time exchange 
stability in Peru was once more disturbed. The mounting 
prices of export commodities shipped abroad to the limit 
of the supplies and tonnage available had brought into 
the market a much greater supply of foreign drafts than 
was needed to meet the demand. Instead of collecting 
the proceeds in gold in the United States and being able 
to import that gold into Peru, exporters who could not 
leave the drafts on deposit abroad were obliged to sell 
them at home at diminishing rates, so that the value of 
the Peruvian pound rose to an abnormal premium over 
sterling and the dollar, the quotation for ninety days 
sight drafts on London advancing from 7 per cent. 
discount in November, 1917, to 17 per cent. discount in 
June, 1918. To remedy the situation, it was finally 
decided to authorize the issuance in Peru of additional 
“cheques circulares,’’ secured in part by gold deposited 
in the Federal Reserve Bank at New York, according to a 
tentative agreement made some time previously with the 
United States Government. 
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The turning point in the exchange market came in 
July, 1919, and for about a year thereafter or until 
September, 1920, exchange rates showed some uncer- 
tainty. Actually, September of 1920 was the com- 
mencement of the economic and exchange depression. 
There was a sudden collapse in the demand for Peruvian 
export commodities, prices became nominal, and un- 
doubtedly the later exchange unsettlement must be 
attributed to the local effects of the world crisis. The 
value of the Peruvian pound in the exchange market 
continued to fall until August of 1921, when a recovery 
ensued, and the currency became relatively stable. The 
volume of “‘ cheques circulares’”’ in circulation remained 
during 1921 at the high level reached as a result of the 
operation of previous years, since there was no way in 
which any substantial reduction might be made. The 
exportation of gold remained—and still remains—pro- 
hibited. However, a feeling in favour of a new central 
bank or similar organization to take the place of the Junta 
de Vigilancia slowly grew, and this sentiment finally 
crystallized in the adoption of a measure organizing the 
Banco de Reserva del Peru. 


The Banco de Reserva del Peru commenced operations 
in May of 1922, with a capital of £{P.716,890, of which one- 
half was paid-up. The institution was modelled on the 
lines of the Federal Reserve Bank of the United States 
and took over the assets and liabilities of the Junta de 
Vigilancia. The law establishing the Bank (No. 4500 of 
March 9g, 1922) enacted that it should be the Bank’s 
exclusive privilege to issue bank notes, but only for the 
purpose of exchanging them at par for the “ cheques 
circulares ”’ in circulation at the date of the promulgation 
of the law and for certain banking and credit operations 
legitimately connected therewith. The duration of the 
Charter of the Bank under the law was twenty-five years, 
and no modification of the Act is possible except by 
consent of the Bank’s Directorate. A minimum of gold 
reserve of 50 per cent. against the outstanding “‘ cheques 
circulares ” and reserve notes was required, although the 
gold might be held abroad in part, and the same ratio 
against deposits. A table showing the yearly average of 
rates of exchange for go-days sight drafts in Lima on 
London during the years 1912 to date is here inserted :— 
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Average Rate. 
Premium or Discount 

Year. on Sterling per cent. 
IgI2 asi bie — oon. 0°25 
IQI3 was ia as ... prem. 0°50 
1914 I*25 
I9QI5 a a oe PAS = 8+25 
Ig16 dite one vi uo i 2°75 
1917 on dni a ne ™ 6°25 
1918 wie na - nas a II‘o 
191g és wee ai ‘a re II+75 
1920 aes ie ie a - 22°4 
1921 in én saa .. prem. 4°4 
1922 bes ns wa is » 13°2 
1923 a” ‘ine al ian si 9°6 
1924 7°5 
1925 nes ane: ial om » 186 
1926 nie boas _ me » 
1927 nin ia eins sek » 285 
1928 ina - shi on » 20°65 
1929 (Jan. to Nov.) ... ‘ens » 19°6 
1929 (Dec.) wi ‘ nom. 


Within recent months, it has been the reported 
intention of the Peruvian Government to provide for 
legal stabilization of the Peruvian pound on a basis of 
equality with four United States dollars, which would 
give an equivalent value to the pound sterling of approxi- 
mately 214 per cent. premium In fact, the value was 
maintained over a long period, namely, from May, 1928, 
to November, 1929, as between 19 and 214 per cent. 
premium. Owing, however, to depression in the com- 
mercial markets and especially in those for the chief 
export products of cotton and sugar, in addition to other 
factors, a difficult situation arose towards the latter part 
of November, 1929, and sharp depreciation threatened. 
In consequence of these circumstances, during the closing 
weeks of 1929, the exchange position became abnormal and 
quotations nominal. Thereupon, the Government, it is 
understood, contemplated negotiations for the foreign loan 
and the deposit abroad of the gold reserve against the 
note circulation held at the Banco de Reserva, the 
immediate purpose being to secure interest on the gold 
and to bring about legal stabilization, but, at the time of 
writing, the whole question of the currency and exchange 
is obscure pending definite announcement as to the 
Government’s actual programme. 
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Roads in Peru 
By Sr. Don Ernesto Diez Canseco 


(Engineer and Director of Communications) 


HISTORICAL DATA 


T the beginning of the sixteenth century, when the Spanish 
A Conquistadores first arrived in Peru, they found a country whose 
roads were not inferior in any way to those of the most civilized 
countries of the world. From Pasto, now in Colombia, to Santiago 
del Estero in the Argentine, which were the boundaries of the great 
Inca Empire, there was an excellent road, well adapted to the 
necessities of the period, which linked Cuzco with the most distant 
parts of the Empire. This great trunk road had numerous branches 
towards the coast and towards the interior, the whole constituting a 
perfect network of communications. 

The Spaniards, who by taking the last Inca, Atahualpa, prisoner, 
rapidly conquered the Empire, used these roads from the beginning, 
causing themselves to be carried in litters from one extreme to the 
other of the country. This mode of travelling, incredible as it may seem 
to those who know the rough nature of the ground in Peru and the 
defective means of communication existing up to ten years ago, will 
suffice to give some idea of the excellent network of roads that the 
Inca Empire possessed. 

Up to the present day, there still exist in many parts of Peru long 
stretches of the old Inca roads, and by these remains one can judge the 
way in which they were built. The Incas, as far as roads were 
concerned, firmly believed in the straight line. Their main roads were 
built dead straight for stretches of tens of kilometres, and with such 
exactitude that it even surprises present-day technical experts, who 
have the opportunity of examining them. As the traffic consisted 
exclusively of pedestrians or llamas, for whom the heavy gradients did 
not present a grave obstacle, these long, straight stretches were 
undoubtedly the most rational way of solving the problem. When a 
hill was excessively steep, the road was frequently converted into 
flights of steps, cut into the solid rock of the mountain side or formed 
by blocks of stone brought from distant places. 

In the flat coastal regions which were for the most part sandy 
deserts, the road was formed by means of two parallel walls, half a 
metre high and half a metre in width, on the top of which the foot- 
passengers walked, while the cattle they were conducting used the space 
in the centre. On the other hand, in the highlands where the enemy of 
the road was water or swamps, the Indians built tiled stretches, and 
sometimes raised causeways. 

The ancient Peruvian was an expert in bridge building. To bridge 
narrow streams he used tree trunks or “ lajas ”’ (long pieces of rock of 
little bulk), which rested on larger rocks like stirrups. The “ rumi- 
chacas””’ or stone bridges are found all over the country. For the 
larger rivers, they used ‘‘ hammock bridges,”’ that is to say, suspension 
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bridges, with cables woven from textile plants, which varried according 
to locality. Old writers have left us descriptions of the methods they 
adopted in building them, and even to-day there are some of our Indians 
who are capable of building these bridges, there being an example of 
this in a bridge now being used for traffic in the Department of Cuzco. 

The Colonial period marked a set-back in national means of com- 
munication. For Spain Peru was nothing more than a vast mineral 
estate, in which the principal mines were in Potosi or in Huanceavelica, 
the headquarters or administration being in Lima. As the minerals 
which were exploited—silver and mercury—were of great value and 
small bulk, the native llamas were quite good enough for transport 
purposes, and the Spaniards had no vital necessity to trouble about 
roads. Little by little, the great Inca highways perished through 
neglect. The Colonial period lasted 300 years, and in a country like 
Peru, which requires innumerable bridges, there was only one left at 
the end of the period, this being the bridge which served as a means 
of communication between two districts in Lima. This neglect is 
made even more deplorable by the fact that the Spaniards had at their 
disposal free and intelligent labour. 

With the coming of Independence, the men who were at the head 
of affairs began to realize the grave problem that the difficulty of 
communications meant for the country. In 1826, very soon after 
Independence had been declared, the railway in Europe was still strug- 
gling to overcome the antiquated diligence, and at that early date a 
decree was being promulgated in Peru for the construction of a railway 
between Lima and Callao. From then, the ideal of our statesmen 
with regard to communications has been the railway. This was only 
natural, as bridle-paths or cart-roads for vehicular horse-drawn or 
mule-drawn traffic could not solve the problem, owing to the enormous 
distances which separated one centre of population from the other. 

It was only in 1851 that the first railway in South America was 
built, between Lima and Callao. Afterwards, in 1869, the railway 
between Mollendo and Arequipa was started. This marked the 
commencement of the golden age of railway construction in Peru, and 
this construction continued with more or less activity up to 1879, when 
the end came, when in that year the war with Chile commenced. 

The chaos in which Peru found itself after the disaster, marked, as 
was only logical, another set-back in road-building. Many of the rail- 
ways had been destroyed, or left in a very bad way, and the political 
disorganization on one hand, and the absolutely Franciscan poverty of 
the Exchequer on the other, made it impossible for much to be done 
towards the betterment of the roads. 

Then came the year 1895, the starting point of national reorganiza- 
tion. The country, economically in a very parlous state, was obliged 
to concentrate on the building of bridle-path roads, this being the best 
it could do. Among these, was the famous “ Via Central,” first, and 
up to the present day, the only really effective means of road com- 
munication with the eastern part of our territory. 

In 1904, economic conditions were improving, and it was possible 
to start afresh, albeit in a small way, the construction of railways. 
Some of those destroyed in the war were repaired, and new lines were 
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built. After that date, railway construction continued, and although 
it was spasmodic, it served to form the skeleton framework of com- 
munications within the country. 

The year 1919 marked the commencement of a new era in road 
construction in Peru. The political regime then inaugurated, and 
whose destinies were presided over then, as now, by President Augusto 
B. Leguia, resolved to take up the question of road construction in a 
serious manner, and in this way the great constructional period of 
railways and roads had its beginning. 


DIFFICULTIES WHICH THE TOPOGRAPHY OF PERU PRESENTS 


Peru is without doubt one of the regions of the world which contains 
the greatest amount of rugged or mountainous country. It is crossed 
longitudinally by the double or triple ranges of the Andes, which rise 
within a distance of 150 kilometres from the sea-level up to a height of 
5,000 metres, descending afterwards with equal rapidity towards the 
Amazonic plain. There are also numerous subsidiary ranges branching 
out in all directions with deep valleys caused by erosion separating 
them. It is, therefore, no exaggeration to say that in Peru there is no 
such things as a flat surface. 

It will be seen from the above, that in Peru there are many 
difficulties with regard to the construction of roads. 

Frequently towns which are situated opposite to one another, with a 
deep valley between them, or are on one or other of the sides of one of 
the branches of the “ cordillera,”’ are obliged to communicate one with 
the other by means of a road, the length of which is five or more times 
the distance separating them in a stra‘ght line, simply so that it may be 
possible for ascents 2nd descents to have a reasonable gradient. 

For this reason the construction of a road in Peru is frequently not 
so much a question of distance, as of difference in level. Slopes which 
approach the vertical are numerous everywhere in the country, and 
consequently cultivated ground frequently disappears, and bare rock 
makes its appearance. Thus every road has a certain percentage of its 
length built on elevated ledges of rock. 

But this is not the only difficulty that nature places in the way of 
the building of our roads. Each valley has a turbulent stream or river 
running along it, so that frequently they have to be crossed by large 
viaducts, whilst the smaller valleys require bridges and culverts. The 
number of these “works of art” (and such they truly are) which 
the difficult nature of our road makes absolutely necessary, are 
incalculable. 

A typical example of this kind of difficulty is the famous “ Cafion 
del Pato,” where in order to construct 18 kilometres of railway, it 
has been found necessary to build fifty tunnels and two great viaducts, 
the remainder of the track resting on substantial supporting walls. 

On the coast, where the most level part of the country lies, the 
problem, if not so grave, is still serious. The valleys are always divided 
by wide torrential rivers, which change their bed nearly every year. 
To bridge these rivers, large and costly viaducts are necessary. On the 
other hand, the valleys are invariably separated by sandy deserts, on 
which the maintaining of a road presents serious difficulties. 
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To the east of the “ cordillera,” in the forest region, the problem is 
even greater, and, it might be said that up to the present, it is insoluble. 
In the parts where the ground is rugged, the abundance of rain causes 
the roads built into the side of the hills to be continually threatened by 
landslides, and where, on the contrary, the country is flat, the vegetation 
keeps the ground sodden, and any traffic soon converts it into an 
impossible swamp. At the same time, the number of bridges necessary 
grows, as the descent is made towards the practically impassable 
rivers. 

It will be very difficult for a foreign engineer, who does not know 
Peru, to realize the obstacles which impede road construction here. In 
many countries, the problem is not that of the planning of the road. 
It consists simply of the actual paving or laying down of the road. 
In the Argentine, for example, where, with the exception of the zones 
bordering on the “ cordillera,” the whole country is one vast plain, to 
talk of the building of a road, simply means a discussion as to what kind 
of paving is to be used. The road, it may be said, is already there. For 
Peru to have roads such as Nature has given the Argentine, it would 
be necessary for us to spend, on an average, one thousand Peruvian 
pounds for every kilometre we wish to build, and this, in the preparation 
only of the ground, which we would afterwards have to pave. It is 
this difference which has prevented European civilization from penetrat- 
ing very quickly into our country. It might be said, that whereas in 
the Argentine and in the West of North America, civilization has been 
able to ride in a carriage, in Peru it has only been able to limp in on foot. 


IMPORTANCE OF THE ROAD PROBLEM IN PERU 


The circumstances already described make the solution of the road 
question of more importance in Peru than in any other country of the 
world. This statement is self-evident, when it is noted that practically 
the whole of what the nation produces comes from those zones which 
only have the benefit of such sketchy means of communication as exist. 

The mining industry is concentrated on the coast (petroleum) and 
in the Department of Junin, which department has had, for many 
years, the benefit of being served by the Central railway. 

The innumerable mineral deposits which exist all along the “ cordil- 
lera,”” whose intrinsic value is every whit as great as the one in Junin, 
are not being worked, in spite of the efforts made to develop them, and 
where any work is being carried out, it is invariably at a place where 
some new means of communication has been opened up. 

Agriculture, too, is practically confined to the coast, although the 
“montafia ”’ or forest region should be the real centre of this industry. 
The goods which the coast does not produce have at present to be 
imported from abroad, although they could easily be produced in the 
other regions. 

The cattle industry, which in our country is confined purely to the 
“ sierra’ or mountain region, has only developed in the zones which 
have the benefit of a railway. 

Any person who has travelled in the “ Sierra ” of Peru, cannot have 
failed to notice the great contrast between the Departments which have 
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the benefit of means of communication by road or railway, and those 
that yet lack them, although these Departments may possess an 
equal capacity for production, and are equally populated. 

In Peru, scattered all over the country, there are numerous potential 
centres of population, established in zones, where all the elements of 
natural wealth abound. But they are practically isolated, and 
represent little or nothing in the economic life of the nation. These 
centres only await easier means of communication, in order to be 
incorporated effectively into the national economic life, and thus 
assist the Homeland in its march towards material prosperity and 


greatness. 


THE NEW ERA 


In 1919, the situation of our country as far as means of communica- 
tion was concerned, was a very disconsolate one. The only real cart- 
road existing was the old one between Lima and Callao, used by mule- 
carts and a few lorries. On the coast, each valley was divided into 
two completely separate parts, with no means of communication 
between them. Generally speaking, this was the state of affairs for 
six months out of the twelve, for very few of the rivers were bridged, 
and, at the same time, each valley was separated from its neighbour by 
unending sandy wastes, the crossing of which was, in many cases, a 
heroic task, only to be undertaken in the manner of an expedition. 
The coast of Peru, thus presented more the aspect of a group of islands, 
than that of a continuous territory, as the only possible means of 
communication was by sea. 

The journey to the “ Sierra’ or mountain region always meant a 
two or three-days trip on horse or mule-back, on a bad bridle-path 
road, crossing the passes in the midst of hardships which were 
unbearable for anyone but the seasoned traveller, and the descent to the 
“‘ montafia ”’ or forest region, was even worse. To penetrate even to the 
fringes of this region was a feat to be proud of. 

Under these deplorable road conditions towns and villages were 
separated from one another as much as if they had belonged to different 
countries, and many well-populated regions, possessing all the elements 
necessary for the development of the principal industries, such as 
mining, cattle and agriculture, had lost all hope of seeing any progress 
in the near future. 

Happily, from that year, things began tochange. The regime which 
came into power on July 4, had in its programme and in its spirit the 
firm intention of solving the problem of national communications, and 
it then prepared the general working plan, the execution of which was 
practically initiated in 1921. The results began to make themselves 
felt in 1924, and at the present moment at least half of the plan is in 
execution, the work being continued with that persistence and celerity 
which the unconquerable energy of our President has produced in 
all those who serve under him. 

To-day, our coast is crossed, from the frontier with Ecuador down to 
the frontier with Chile, by a high road, open to traffic all the year 
round, and of which there now only remains to build about 165 kms. out 
of a total of 3,100. The “ cordillera ’’ of the Andes has ceased to be the 
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terrible obstacle it used to be to any communication by road between 
the coast and the “ Sierra.’”” Roads cross the “ cordillera”’ in all 
directions; the motor car and the lorry penetrate to the heart of the 
forest, opening up new fields to colonization. It is rare to find a town 
or a centre of production of any importance at all which does not possess 
a high road. Journeys of weeks have been reduced to days, and in 
those centres bustle and activity are the order of the day, this being 
the logical outcome of producer and consumer being brought closer 
together. 












RAILWAYS 


At the present moment, the Peruvian Government is building six 
railways in various parts of the country, each one of which has as its 
projected terminus one or another of the richer regions within the 
national territory. 

The railway to Simbron is being built for the special purpose of 
developing an extensive coal-mining region, where it has been proved 
that there are millions of tons of excellent anthracite. At the same 
time, the building of this railway will make it possible for numerous 
deposits of copper, silver, gold and lead, which are spread over the 
region, to be developed, and will also facilitate the exploitation of the 
agricultural and cattle industries, which have their headquarters at 
the head of the extensive valley of Chicama. 

From the magnificent bay of Chimbote, which the Spanish 
conquerors called Ferrol, a very important railway starts, which 
running into the interior towards the east in the direction of Chuquicara, 
forks off north and south, on the one hand towards the fertile valley of 
Condebamba and the mineral regions of Conchucos, Tamboras, 
Huamachuco, etc., while on the other hand it penetrates the famous 
“ Callején de Huaylas,”’ a wonderfully rich zone, where mining, cattle 
and agriculture offer a wonderful scope for rapid development. The 
population of this valley, which is close on one million, are excellent 
potential workers for utilizing in future industrial developments. 

The railway penetrating Castrovirreyna has now reached a distance 
of 500 kms. from the port of Callao, and after the completion of 80 kms. 
more of track, will reach this important mining region, which in the 
future will compete with the rich regions of the Department of Junin, 
the present headquarters of the Cerro de Pasco Copper Corporation, 
one of the most important mining companies in the world. 

To-day, Castrovirreyna is the headquarters of the ‘‘ alpaca” woollen 
industry, this part of the country being the home of that animal, the 
wool of which is superior to that of the best sheep. 

From Cuzco, a railway is also being built, running towards the 
forest region of La Convencién, and this railway will touch one of the 
largest tributaries of the Amazon river, opening to the world one of 
the most wonderful regions there is in it, 1.e., the Amazonic forests. 

The total number of kilometres of track of the Peruvian railway 
system to-day is 4,750, and in the course of the next year, this figure 
will reach 5,200 kilometres, once the lines now under construction are 
opened up for public traffic. 
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ROADS 


As we have already said, up to the year Ig1g, very little had been 
done in the country towards the construction of high-roads. The 
roads from Oroya to Cerro de Pasco and Sicuani had been used for 
only a short time, as they had been very quickly supplanted by the 
railways. These two roads, as well as the ones from Tarma to Tiliarnoc, 
and the road which was started on between Cuzco and Abancay, were 
only sporadic attempts at road-building, and never produced any 
practical results. 

It is true that during the last century, and the first few years of 
the present century, roads had done very little towards helping in the 
development of national resources. The distances between the centres 
of population were too great to be traversed with any degree of 
economy or convenience by coaches or carts, but the invention of and 
the ever-increasing progress in utility of the motor vehicle, changed 
all this. 

No one can say what motor traction will be like within the next 
twenty years, but, as things are to-day, the lorry or the motor car 
cannot compete with the railways, not even with the costly Peruvian 
railways, when it is a question of long distances. The roads fulfil 
their mission as subsidiaries of the railways, or even as competitors of 
these for short distances, not exceeding 50 kilometres, and, of course, 
they fill the gap, up to a point, where railways do not exist. But to 
pretend to do away with railways or to stop building them, in the 
belief that roads will take their place and satisfy all the requirements of 
the country for the purposes of industrial development on an improved 
or more rapid scale, is an error which would greatly retard our material 
progress. 

From 1921 Peru has been making whole-hearted efforts to link up 
its different regions by roads. In March, 1920, the ‘‘ Road Con- 
scription Act’’ came into force, this being a law which obliges every 
inhabitant to work a number of days in the year on road-building, or, 
failing this, to contribute the equivalent of what his wages would 
have been had he actually worked. This law was very favourably 
received by the majority of the people, and it may be said, was the 
initial cause of stimulating the enthusiasm for the building of roads, 
which dominates the country to-day. This Act has certain defects, and 
is of difficult application in some regions, having also lent itself to 
abuses in others, but the beneficial results it has produced are beyond 
all doubt a justification of the policy that sponsored it. It served as 
the clarion call to the country to take a serious interest in the road 
problem. 

It should be noted, that in the Budget large and ever-increasing 
sums have been set aside for road-building purposes. In 1922, 
£P. 100,000 were voted; in 1926 the sum was £P. 185,000; in 1927, the 
amount spent was more than £P. 600,000, and in 1928, this latter figure 
was doubled. 


PLAN OF WORK 


As is natural, the Directorate of Communications, in building roads, 
follows a pre-arranged programme of work, in which the completion 
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of certain roads of national importance has the priority, the secondary 
roads being left until later. The Road Conscription Act, however, 
which obliges every man to work in his own district, and the very 
national local patriotism of the people, has rather neutralized the 
efforts to give full effect to this priority, so that at the same time as the 
roads of national importance are being built, countless other roads of 
purely local importance are also being built. Such roads are generally 
those leading to a town, village or estate. The actual programme of 
work comprises two great, main trunk roads, one on the coast and the 
other in the “ Sierra ” or mountain region, both of which will cover the 
whole territory longitudinally, and are crossed by a series of lateral 
roads of “ penetration.”” These latter have the maritime ports as 
their starting point, and after crossing the “ cordillera,” lead to the 
navigable rivers of the “‘ montafia ’’ or forest region. 

The coastal longitudinal road starts at the Ecuadorian frontier, 
near Zarumilla, and ends at Concordia, on the Chilean frontier. This 
road, whose total length will be 3,100 kilometres, is open for traffic, 
with the exception of a stretch of 100 kilometres on which work is 
being actively carried out. 

The longitudinal mountain road, is not so advanced as the coastal 
one, although large stretches are open for traffic. Its starting point 
is also the Ecuadorian frontier, near Ayabaca, and it will end at Desa- 
guadero, on the Bolivian frontier. 

The mountain road will go through the large mining centres of the 
“ Cordillera ’’ and through the most important towns of that zone, two 
of these being the historical cities of Cajamarca and Cuzco. The coastal 
road will cross the great agricultural valleys and will go through the 
most important towns of the region, such as Piura, Trujillo and Lima. 

The transversal roads open to traffic, or on which work is being 
carried out, are very numerous. From each one of the 52 coastal valleys, 
one such road, at least, has either already been built or is in course of 
construction. Frequently these roads fork, as they penetrate to the 
interior, in various directions. Some of these roads will end before 
reaching the culminating points of the ranges, but the majority will 
cross the ranges to end at some point in the mountains. Others will 
descend to the “‘ montafia ” or forest region, to arrive at our navigable 
rivers in the Amazonic basin, opening up vast tracts for colonization 
purposes. 

The extensive network of roads, a slight description of which has 
been given above, joined to the innumerable secondary roads which are 
being built all over the country, will allow us, once they have been 
completed, to extract the natural products of the country from any 
given point, and will greatly assist the development of the mining, 
agricultural and cattle-breeding industries. 

The programme outlined, will be carried out to its conclusion 
during the next few years. At the present time, of the network 
described, there are about 18,000 kilometres open to traffic, and, we 
will, of course, make every effort to finish in the least possible time the 
most necessary roads and those of most immediate benefit. It will 
not always be possible for them to be perfectly finished immediately. 
Some roads will not be properly paved, others will not be wide enough. 
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They will have gradients greater than the normal, and above all, there 
will not be a sufficient number of bridges, still at least they will be 
practicable, although there may be some inconvenience, which will 
gradually be done away with, as each road is made more perfect. 


Public Works in Peru 
By Dr. Mariano Barboza 


(Director of Public Works) 


HE Government presided over by Sr. Augusto B.Leguia is follow- 

ing out a sane and definite policy in Peru with regard to the 

sanitation of the country. Law No. 4126, approved by Con- 

gress in May, 1920, on the proposal of the Executive, is its basis. 

In order to carry out this policy, two problems had to be jointly 

solved, one of a financial nature, with the object of guaranteeing that 

the vast plans of the Government would be efficiently dealt with, and 

the other of a technical character, dealing with the efficient execution 
of these plans. 

The first point was judiciously solved by means of the above- 
mentioned Law. An additional tax on goods subject to the payment 
of Customs duty was imposed; the Urban Property Tax in the towns 
where work was to be carried out was ear-marked for this purpose ; 
and the assistance of property owners who were to benefit by the new 
services was secured, in the form of a direct and proportionate 
contribution. 

This method of dealing with the problem of securing sufficient 
income for sanitation works was an excellent one. The income thus 
secured became fiscal revenue, and without practically any fresh 
taxes being imposed the income arising from existing ones was applied 
to sanitation works. In this way it was possible to secure the invest- 
ment of, and to guarantee the service of the large capital sums necessary 
for the schemes. At the same time, the technical aspect of the question 
was solved by attracting the collaboration of firms specializing in this 
kind of work, and the Foundation Company, a large American concern, 
entered into a contract with the Peruvian Government to assist in 
carrying out the sanitation policy. 

The administrative policy of this scheme of sanitation is integral 
and uniform. It includes all the cities and towns of the Republic, in 
a progressive scheme of execution, commencing with those of the 
greatest importance and those most in need of the benefits to be 
conferred. 

The execution of these sanitation works in the principal cities— 
Lima, Arequipa, Cuzco—brought a desire to extend the benefits 
derived to other urban centres of lesser importance. In these cases 
the execution of the schemes was directly solicited by the owners of 
urban properties, on their own initiative. From this expression of 
public opinion was born the idea of extended legislation in the form of 
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another law. No. 6186, which may be considered as being comple- 
mentary to Law No. 4126. In this law, No. 6186, it is established 
that works of sanitation may be embarked upon when this is solicited 
by 70 per cent. of the proprietors whose buildings have a frontage on 
to the street where the work is required. The total cost of the work 
is borne by the proprietors, who may pay their proportionate con- 
tribution in monthly instalments, to the number of 120, if they so 
desire. In this way, proprietors paying small amounts in instalments 
have the benefit of a double advantage, namely the sanitation of the 
areas where their property is situate, and the immediate increase in 
value of the said property which the sanitation works produce. 

By the methodical application of these two laws the Peruvian 
Government has already obtained magnificent results, exceeding even 
the most optimistic forecasts. It is also able to put into execution 
on a large scale many other new works by simply bringing the machinery 
of these two laws into action. 

Lima, the capital, has been completely transformed, but although 
it has become a progressive and up-to-date Republican city it has not 
lost its claim to being, traditionally and actually, the ancient seat 
of the Spanish Colonial Government. 

Up to 1920 it had only a few streets asphalted, but since that date 
paving work has been carried out on a large scale. Concrete and 
asphalt roads have been built to a total length of 172 kilometres. At 
the seaside resorts paving work has also been started, under the 
auspices of Law No. 6186. The paved areas in these places at the 
present moment have been extended to about 116 lineal kilometres, 
the cost of which has reached £P.70,000. 

In compliance with the sanitation laws, paving works have also 
been carried out in other towns and cities of the Republic. At the 
moment the paving of Cuzco is being executed, the total cost of which 
is estimated to be £P.60,000. 

The water-supply services for household purposes were previously 
in the hands of private companies, who did not carry out their work 
efficiently. Law No. 4126 declared the existing waterworks to be 
public utility institutions, and in consequence the Government 
expropriated these properties, paying just compensation. After this 
the water-supply services were completely modified. They were 
handed over to the Foundation Company for improvement and 
administration. 

The sources of the Lima water-supply, situated in “La Atarjea,” 
not very far from the city, were improved by the construction of 
filtering galleries, to a length of 3 kilometres. A tank for heavy 
sedimentation, with a capacity for treating eighty million litres in 
24 hours, was also constructed, as well as alumina mixing plants with 
a capacity to deal with 82,500,000 litres per day. Finally, a filtration 
plant for dealing with 91,000,000 litres every 24 hours is at present in 
course of construction. This filtration plant has been designed with 
a sufficient capacity to supply the present needs of the capital and its 
various suburbs, with an ample margin of 43,000,000 litres reserve 
per day. The distribution piping has been completely modernized. 
The net-work of pipes, which covers the whole city, has a total length 
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of 215 kilometres. The cost of this work has been calculated at 
£P.836,000. 

The service has been extended to the seaside resorts, a completely 
new distribution system having been installed. 

Simultaneously with the work carried out on the water supply, 
work has also been proceeding on the drainage system. This work 
has not only been carried out in Lima, but also at the seaside resorts. 
The total length of drains renewed and new drains laid down up to 
date, is 155 kilometres, at a total cost of £P.300,000. Previously waste 
water was discharged into the waters used for allotment irrigation, but, 
under the new system, they are now definitely separated. 

It is important, too, to note the work which has been carried out 
under these two headings in other important centres. Outside Lima, 
the towns and cities of Arequipa, Cuzco, Paita, Trujillo, La Punta, 
Huacho, Supe, and Pimentel have had these services renewed or 
installed. The total length of the net-work of pipes of different 
diameters, laid down since July 4, 1919, is in the neighbourhood 
of one million lineal metres. The total cost of this work was 
£P.1,743,536,177. | Similar work is being carried out in the towns 
of Aya, Cucho, Puno and Iquitos, the total value of which will be 
approximately £P.1,000,000. In a short time, work of the same 
nature will be commenced at Ica, Piura, Huancayo Cajamarca, 
Huancavelica, Huaraz and Tarma, the estimated cost of which is 
£P.4,850,000. 

Outside Lima, the drainage system has been completely renewed 
at Paita, Huacho, Supe, Arequipa and Cuzco, and 234,539 lineal 
metres of piping of various diameters have been laid down to date. 

In Cuzco, the magnificent city which evokes memories of the 
wonderful Incaic civilization, a complete system of water supplies 
and canalization has been laid down. The work was completed in 
1927, and is at present functioning perfectly. 

Arequipa, the White City, with its perspective of snow-clad 
volcanic mountains, has been supplied with a complete system of 
water supply and canalization. In the net-work of distribution piping, 
54,000 metres of cast-iron pipes have been used, and in the drainage 
system a total of 55,000 lineal metres of ‘‘ Hume ” concrete pipes have 
been installed. The waste waters of this city have been directed 
towards the so-called ‘‘ Pampas viejas,” a plain of 120 hectares of 
uncultivated ground, with the object of utilizing these waste waters 
for irrigation purposes. These works represent an outlay of £P.350,000. 

In Lima, a municipal refuse destructor has been constructed for 
dealing with the refuse of the city. Previously the garbage and 
refuse were dumped on waste ground, thus creating a breeding place 
for all kinds of vermin that transmit infectious diseases. The cost 
of the new refuse destructor, which has a capacity of treating 70 tons 


per day, was £P.34,200. 
OTHER PUBLIC WORKS 


The Government in power to-day in Peru has not, of course, limited 
its activity to works of sanitation. On the contrary, it has devoted 
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its attention to various other public amenities. A short resumé of 
these will give an approximate idea of the progress achieved. 

In this respect, the laying out and building of avenues have been 
amongst its major considerations. In ail Peruvian towns splendid 
avenues have been built which have contributed greatly to their 
civic development and adornment. On works of this kind, £P.700,000 
have been spent. Lima, and all its seaside resorts, are connected by 
magnificent asphalted avenues. 

More than fifty other centres in the Republic have also been 
equipped with electric light, the Government having spent on these 
installations approximately £P.1,000,000. 

In such a patriotic country as is Peru, it would be strange indeed 
if its national heroes, who fought and died in the War of Independence 
and in the war with Chile, had been forgotten. They have, however, 
not been neglected, for fifty statues, monuments, busts and obelisks 
have been erected to their memory, and to that of other great and 
illustrious men, at an approximate cost of £{P.500,000. 

Esplanades and moles have been built in various ports of the 
Republic at a total cost of approximately £P.300,000. 

The Government, in its anxiety to renovate and improve, has not 
neglected any of the public services. Neither has it failed to attend 
to the necessities of every one of the sections of the national territory. 
In the execution of works of civic adornmert and other works of 
different kinds in the distant parts of the country, it has spent up to 
date the sum of £P.738,090,782. 

In every town in the Republic there are noble edifices dating from 
colonial days, which are gems of the architecture of that period. The 
Government has been at great pains to restore and repair them, 
spending for this purpose the sum of £P.551,431,238. In order to 
gain some idea of the magnitude of the Government’s effort in this 
direction, it will be sufficient to enumerate the most important work 
carried out in Lima:—Government Palace, Legislative Palace, 
Archbishop’s Palace, Castillo del Real Felipe, Headquarters of the 
Society of Engineers, Higher School for Boys, College of Santa Eufracia, 
Bolivarian Museum, La Brefia Museum, The Pantheon, Military Club, 
Quinta de Press Exhibition Hall of Mines, Industries and Agriculture, 
New Gaol of Lima and the Callao Customs Warehouses. 

The carrying out by the Government of its plan of sanitation and 
other public works has necessitated the investment of very large capital 
sums, which have only been secured by means of the wise and far-seeing 
economic policy adopted. This policy allows for future development 
and the realization of new and progressive works, similar to those 
already carried out. 


Resumé: The wise policy ot the greatest statesman Peru ever 
produced has all the salient characteristics of a masterpiece of Govern- 
ment, of which many countries of the world might well be proud. 
Assisted by the laws he has sponsored, and by his iron resolution, 
proverbial intuition as a ruler, his great heart, and his pre-eminent 
mental powers, Peru is marching ahead towards the great destiny 
that awaits her. 
z 
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Agricultural Possibilities in Peru 


By Engineer Casimiro Gutierrez Madueno 
(Director of Agriculture and Cattle Breeding) 


TS peculiar climatic conditions, soil, abundant water supply, the 
possession of an excellent natural fertilizer in “‘ guano,” and the 
few pests that exist, make Peru an ideal country for the exploit- 

ation of all kinds of agricultural produce, as well as for breeding every 
species of animal from which mankind may benefit. 

In effect, the “ cordillera ’’ or mountain range of the Andes, which 
runs from North to South, divides the country into three distinct 
regions :—Coast, ‘‘ Sierra”’ or Mountain region, and “ Montajia” or 
forest region, each one with its own characteristics, thus permitting 
of a rich and varied agricultural development. 

The coast or region near the sea is free from heavy rains, and the 
winter floods are seldom of any consequence. Its climate all the year 
round is mild, without any marked changes of temperature, and its 
soil is rich in fertilizing elements, and possesses unsurpassable physical 
properties. This peculiarity gives the agriculture of the coastal region 
of Peru a sub-tropical character, in spite of the country being, 
topographically, a tropical country. 

The cultivation of the sugar-cane is attended by truly wonderful 
results, the same plant yielding ten consecutive harvests, with very 
acceptable results from an economic point of view. This has happened 
at ‘‘ Chiclin,” the property of Messrs. Larco Herrera, among other 
estates. This estate produced 170 Spanish quintals of sugar per 
hectare in the tenth harvest, the first harvest having produced 
40e Spanish quintals per hectare. This explains the great progress 
made by the Sugar Industry, without the State having to put up any 
protective barriers. Cotton is another product of the coastal region. 
Within this truly privileged area cotton gives surprising results, such 
as 1,211 lbs. average per hectare, against 770 in the U.S.A., 976 Ibs. in 
Egypt, and 175 Ibs. in India. Rice also gives magnificent results, 
there being zones, such as the Chira Valley in the North, which produce 
42 metric quintals per hectare in each of the two yearly harvests. 
Tobacco offers great possibilities, and its production is being greatly 
increased in the North. Ordinary beans, butter-beans, ‘‘ garbanzos,” 
lentils, etc., of all varieties, are cultivated. If produced on a large 
scale they would be welcomed in the world markets, as is happening 
with the butter-beans from Ica, which are being shipped to England 
with very satisfactory results. Fruit trees also give excellent results. 
There is a great variety of fruit grown, such as oranges, toronjas, 
lemons, lucumas, mangos, custard apples, figs, grapes, apples, pears, 
quinces and peaches of innumerable varieties, bananas, alligator 
pears, etc., etc. The potato, yam, sweet potato, and all kinds of edible 
roots grow in abundance. Vegetables and flowers of the most varied 
and select kind also grow the whole year round. Cattle, horses, pigs, 
sheep, birds, etc., also prosper and thrive in this region. 
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Agriculture on the Peruvian coast is really favoured by Nature. 
The climate, and the system of irrigation by canals permit of different 
produce being sown in rotation practically indefinitely, although, of 
course, there are certain periods which are more favourable than 
others for sowing. The absence of torrential rains, hurricanes, 
hailstorms, etc., make the labour of the agriculturist infinitely easier 
than elsewhere, and allow plants and animal life to develop under 
conditions which are excellent from an economic point of view. 

The “ Sierra” or mountain region, which lies at altitudes varying 
up to more than 5,000 metres above sea-level, has a very rugged 
topography, with deep depressions forming the valleys, and with many 
extensive tablelands in the higher parts. Its climates are varied, and 
divergences between the seasons very marked with winter tempera- 
tures of less than 0° C. on the higher mesetas, to more than 20° C. in 
the valleys. The rainfall is very heavy from November to March, and 
the climate may be compared in many of the zones to that of Europe 
and the United States. 

Agriculture has here an ample field for development, especially for 
cereals, such as wheat, barley, maize, and others, such as “ quinua ” 
and “ cafiihua,” which are peculiar to Peru. The two latter are very 
extensively used as food by the people of the “ Sierra,” and even by 
those on the Coast. The potato, the lentil, fruit (especially stone 
fruit), vegetables, etc., all grow extremely well. 

The Cattle Industry has also an ample field for development in 
this region. Milch cattle and horses thrive at altitudes up to 3,000 
metres, and sheep at altitudes above that figure. The quality of the 
beasts and their general condition are magnificent. The extensive 
tablelands of the Department of Puno, with their splendid natural 
pastures, free from shrubs and thistles which cause deterioration in 
the wool, are ideal for sheep-breeding. Peru (according to Prof. 
Alfred Barker, M.Sc.), once breeding methods are perfected, can 
easily raise 20,000,000 head of sheep, producing annually more than 
100,000,000 lbs. of wool. As well as this, Peru breeds, almost 
exclusively, the “ alpaca,” the “ vicufia’’ and the “llama.” Once 
the breeding of these animals is intensified on a scientific basis, the 
production of their wool will be a boon to the textile industries. 

The “ montafia ” or forest region, with its tropical climate, produces 
all kinds of plants, these coming to fruition in very short periods. 
Thus, for example, Indian corn reaches maturity in three months, 
and sugar-cane in six to seven months. The luxuriance of vegetation 
is such, and the agricultural and cattle-breeding possibilities of this 
region are so great, that it may be said in all sincerity that here lies 
the true illimitable and incalculable reserve which humanity counts 
on for the future. Did not Humboldt say that ‘‘ the Amazon Basin 
is destined to be the birthplace of a new humanity ”’? 

The agricultural possibilities are made even greater by the 
stupendous work being carried out by the Government of Sefior Leguia 
in the direction of irrigation, colonization, road-building, making the 
Indian an intelligent factor in our national life, and the establishment 
of Farm Schools and Experimental Stations. The latter are resolving 
many of the agricultural problems of national importance, such as, for 
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example, that of wheat-growing. It has been shown that this cereal 
can be grown equally as well in the high tablelands of the Andes as 
on the slopes of the lower hills, where the only water the wheat receives 
is the winter drizzle. Millions of hectares of ground, where agricultural 
machinery can be used to advantage, have thus been added to the 
cultivated area of the country. 

Even with the short resumé given above, it can be seen that Peru 
offers a wide field for all kinds of industrial enterprises, especially for 
those connected with agriculture and cattle-raising under very satis- 
factory conditions. The help of the Government may be counted on 
at all times, and in anything but a grudging spirit, as it affords oppor- 
tunities of all kinds for the establishment of these industrial enter- 
prises in the country in which, let it be said, civil strife and discord 
have long been a thing of the past. 

As regards the natural resources of Peru, it is not a question of 
asking: “ What are they?” Rather should it be put: “Is there 
any natural resource she does not possess?”” The answer is in the 
negative. 


Irrigation in Peru 
By Engineer Rafael Valdez 


(Director of Irrigation) 


THE DIRECTION OF IRRIGATION DURING THE TEN 
YEARS OF GOVERNMENT OF PRESIDENT AUGUSTO 
B. LEGUIA 


HE dynamic force of the Government, presided over by the most 

| eminent President, Sr. Dn. Augusto B. Leguia, during the decade 

IgIg-1929, has made itself profoundly felt in that branch of 
government which concerns itself with waters and irrigation. 

Since the year I919 the work of the Direction of Waters and 
Irrigation has been directed towards the real purposes for which it 
was brought into being. Its activities before that date had been 
limited simply to carrying out certain stereotyped tasks in a spirit of 
rigid conservatism, which perpetuated instead of extirpating the vicious 
practices of the past. These practices dated from the Colonial period, 
and in the course of time had gradually reached an absolutely 
unbearable state of affairs, and the Direction of Irrigation, being 
circumscribed as before mentioned to an extremely limited sphere of 
action, did nothing in the direction of putting into practice the various 
reforms which should have been made in order to come into line with 
the progressive modern innovations, as logic and common sense advised. 
Under the Government of President Leguia, the activities of this 
section of public administration have branched out towards wider 
horizons. 
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Thus, since the year 1919, the Direction of Irrigation has not only 
occupied itself with applying routine legislative measures, but has also 
been steadily working on the things which, after all, are its real 
mission, that is to say, on projects and schemes tending to make the 
area under cultivation a hundred times what it was. It studies the 
best methods of utilizing the water resources at the disposal of the 
country, works out a general plan of campaign, and then puts its plan 
into execution. It has its eyes on the dead, sandy deserts of the 
national territory, and has turned some of them, and will turn others, 
into a smiling and fertile countryside. It even goes further in its 
ideas of what constitutes an ideal solution of the modern agrarian 
problems. Thus, it is going to deal with the extremely delicate and 
difficult question of the ownership of land, and will hand it over in 
lots to people of modest economic status, thus stimulating the spirit 
of labour, and placing in the way of a large number of people, at 
present on the fringe of the agricultural industry, a healthy occupation 
and an opportunity for themselves, as well as for the country in general, 
to take one of the roads which will eventually lead the country towards 
the desired goal of material wealth and prosperity. 

The new doctrines with regard to the water question are not now 
looked upon with the dislike and fear which any great innovation 
always produces in a certain section of the community. On the 
contrary, the great majority see in the new series of reforms an honest 
and sincere desire to take advantage, in a scientific manner, of the 
benefits of the waters. These reforms, without in any way attacking 
private interests, except in the case of absurd and exaggerated pre- 
tensions and abuses which had been legalized by base influences, tend 
towards maintaining a harmonious equilibrium in matters relating to 
water resources, relatively as to how they affect the State and private 
individuals, thus conciliating public and private interests as the only 
means of promoting general contentment. 

The Direction of Waters and Irrigation is a dependency of the 
Ministry of Public Works, and the matters which it handles comprise 
everything relating to water resources for irrigation purposes and to 
the problems of irrigation itself, thus centralizing all work carried ,out 
under this heading in the country. It is sub-divided into five sections : 
Technical Section, Administrative Section, Irrigation Section, Hydraulic 
Power Section, and Information Section. The first Section has charge 
of the technical control of the distribution of the waters available for 
irrigation purposes, and of the preparation and execution of any work 
required to be carried out in the beds of the rivers and on the communal 
irrigation ditches in order to improve their water-carrying capacity. Its 
directive staff is composed of engineers, who preside over the Technical 
Commissions established in the valleys of the coast. These commis- 
sions are coterminous as regards the territory they cover, with the 
political demarcation of the country into Departments. They are 
eight in number: Technical Commission of Piura, with jurisdiction 
over the frontier Province of Tumbes; of La Libertad; Lambayeque ; 
Ancash; Lima, including the Constitutional Province of Callao; Ica; 
Arequipa, which has also under its jurisdiction the frontier province of 
Moquegua; and the Technical Commission of the Department of 
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Tacna. These Technical Commissions are again sub-divided into 
Administrations, also in charge of engineers, and these, if the importance 
of the valleys or districts warrant it, into Sub-Administrations. 

The Administrative Section has as its mission the co-ordination of 
the law with private interests in each concrete case where controversy 
has arisen between any two or more of these interests. It also acts in 
an advisory capacity in any affair of this nature, which has to be 
submitted to the decision of the Government. 

The Irrigation Section has charge of the study and revision of any 
projects of irrigation which may be put forward by persons who 
desire to execute works of this nature, so that guided by its opinion, and 
the modifications it may deem necessary, these works can be carried 
out in an economical and productive manner. This eliminates the 
risk of private capital being wasted. 

The Hydraulic Force Section, as its name indicates, is occupied 
with all matters relating to taking advantage of water-power in the 
production of electricity. 

Lastly, the Information Section has the task of seeing that all 
documents are properly drawn up and handled. It acts in an advisory 
capacity to the public with regard to any information it may require, 
and sees that the public complies with the administrative ordinances. 
It is thus an information bureau organized in such a way that it 
expedites the movement of all documents that pass through the 
Direction of which it forms a part. 


IRRIGATION 


Irrigation works which require the expenditure of large capital 
sums are carried out by the State over considerable portions of our 
territory. In 1924 the irrigation works on the Pampas del Imperial 
were finished, and the work now being carried out at La Esperanza will 
also be concluded shortly. The works at Olmos and Piura are also 
under execution, and preparations are being made to commence at 
an early date works for which plans have been drawn up on the Pampas 
of Vitor, in the Department of Arequipa, as well as on others in the 
Department of Ica and elsewhere—these projects covering a consider- 
able superficial area. 

The Public Office which has the charge of these projects and of 
their execution is that of the Consulting Engineer and Constructor of 
Irrigation Works. This office has in its service a considerable number 
of young professional engineers, who, once they have acquired practical 
experience in the problems of engineering, are likely to become in the 
near future a contingent of extremely useful citizens. 

In some valleys where there is an abundance of labour and where 
by force of circumstances everyone is a practical agriculturist, it has 
been found possible to irrigate considerable portions of the land, this 
afterwards being divided up into lots among the workmen who assisted 
in the irrigation works, thus converting these men into landed pro- 
prietors of cultivated ground. In this class of works the Government 
gives facilities of all kinds, such as the supplying of the necessary 
tools, technical direction of the projects and of the works themselves, 
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freeing from customs’ duty, all the materials imported from abroad for 
the works, and, above all, frank and decisive help in granting the land, 
thus avoiding all the difficulties which might arise for the prospective 
proprietors, due to systematic obstructionist tactics which always 
seem to be used against anyone who displays initiative. Among-works 
of this kind are those of Jatosi, Cardal and Cillaco near the Lurin 
Valley in the Department of Lima; those near Supe; those of Caima, 
near the City of Arequipa; those at Caylloma, and the works at 
present in project on the Pampas of Huanchaco in the Department 
of La Libertad. 

Lesser schemes of irrigation are also being carried out by private 
enterprise, and those which have been finished have added considerably 
to the extension of cultivated ground in our territory. Nearly all 
these works have been carried out after the year 1924, in which the 
works of the Pampas del Imperial were terminated. This shows the 
confident spirit engendered in private enterprise by the example of the 
Government, banishing that black pessimism which paralyses initiative 
and makes even the planning of works of this nature seem an impossible 
and useless task. 

So as to give a proper idea of the works of irrigation which have 
been carried out, or are being carried out during the periods in which 
President Leguia has been at the head of affairs, we give herewith a 
resumé of the principal ones with the most important details outlined :— 


Imperial_—Here, 8,156 hectares have been irrigated, utilizing the 
waters of the River Cafiete in the proportion of 7 cubic metres, the 
irrigated land being divided into 660 lots, with average areas of about 
40} hectares. The irrigation canal is tunnelled to an extent of 4,420 
metres, the longest of the tunnels measuring 2,348 metres. The 
length of the principal canal and its tributaries is some 120 kilometres. 
The inlet on the Canete River is of concrete, and constitutes a distribu- 
tion drain, dividing the waters between the original valley and the new 
agricultural district. It has a sand-dredge which gives excellent 
results. In constructing the works, a fall of water has been allowed for 
which will permit of a powerful hydro-electric plant being built in the 
future, in order to give cheap and abundant power, for use in the newly 
irrigated district. 


Chira.—This canal, which was irrigating about 4,000 hectares of 
ground, was destroyed by the floods of 1925, causing the ruin of the 
agricultural industry in the district. To relieve the disastrous situation, 
the Government acquired the Canal from the Peruvian Corporation 
which had been exploiting it, paying the sum of £P.10,000, while a 
further {P. 256,842 0. 14, were earmarked in the Budget for the works 
of restoration. Its characteristics are: Capacity of the Canal, ten 
cubic metres per second; length of the reconstructed area, 55 kilo- 
metres; area rehabilitated for irrigation, 4,000 hectares; new area 
gained, 8,000 hectares. It hasa concrete inlet on the river, which opens 
out intoatunnel. It possesses 12 large aqueducts, crossing the various 
gulleys, across which the canalruns. It has also a syphon, two tunnels 
and one sand dredge. Small-holders are to be established there as 
has been done at Imperial. 
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Sechura.—In this district, irrigation, which had also been damaged 
by the floods of 1925, has been restarted. The Government has spent 
the sum of {P. 6,732. 6.72 on the works, and the canal has been 
completely restored and provided with a splendid inlet mouth. This 
restoration has re-established irrigation on an area of 8,000 hectares. 

La Esperanza.—This irrigation scheme, situated in the Chancay 
Valley, comprises an area of 10,000 hectares. In order to have a 
sufficient volume of water during the dry months, the project provides 
for the storing of 75 million cubic metres of water in twelve lakes, 
situated in the “ cordillera” near the source of the Chancay River. 
Together with the irrigation works, pasture land has been sown to the 
extent of about 1,200 hectares. A fall has been allowed for, from which 
a force of 600 h.p. is obtained, this at the moment serving for the public 
lighting of the town of Huaral. Up to the present some 50,000,000 
cubic metres of water have been stored in the lakes in the “ cordillera,”’ 
and steps are being taken for the granting of lots of 10 and 15 hectares, 
with which the whole of the Government’s plan with regard to the 
establishment of smallholders will have been completed. The charac- 
teristics of the works are: a solidly-built inlet on the River Chacayan, 
with a capacity for taking 10 cubic metres; tunnels to a length of 
2,500 metres; principal and secondary canals, with a total length up 
to the present of 35 kilometres. Up to June 30 of this year (1929), 
a sum of {P. 219,326. 9. 40 has been spent on these works. 

Olmos.—This’ gigantic scheme, which is erroneously known as 
“ Irrigation of the Pampas of Olmos,” is in reality something much 
more complex. Not only does it plan to irrigate new ground, but it 
also proposes to drain it. The project also provides for the sanitation 
of towns, the sanitation of the land in order to destroy the swamps, 
and the provision of drinking water and electric light to these towns, as 
well as the regulating of the irrigation waters for the present agricultural 
industry ; the building of dams, and the establishment of a vast network 
of roads. The intention is also to build a hydro-electric plant for 
producing cheap power in order to industrialize the Province, and 
numerous other complementary works are also to be carried out. 

In itself, the irrigation scheme, has two parts: (1) Irrigation of the 
lower ground and the regulation of irrigation for the present agricultural 
industry, taking in an area of 73,000 hectares; and (2) irrigation of 
suitable ground in the higher part to the extent of 67,000 hectares. 

For the lower part, a reservoir is being constructed at a place called 
‘“‘Carhuaquero.” The dam is to be 50 metres in height, and its capacity 
will be for the storage of 50,000,000 cubic metres of water. From these 
dimensions it will be seen that, when finished, it will rank asa notable 
feat of engineering. The preliminary work is finished, and after the next 
rainy season work should commence on the wall and on the filling of the 
dam, which will necessitate the moving of 2,640,000 cubic metres of 
material. 

One of the complementary works is the widening of the bed of the 
River La Leche, where it has been necessary to excavate many millions 
of cubic metres in order to prevent the river overflowing and to take 
advantage of greater volumes of water when irrigating during the times 
when there is an abundance of water. In this simple statement 
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perhaps the magnitude of the task will not be appreciated, but if it is 
considered that the work will mean the transformation of what, after 
all, is merely a small stream into a real river, it will be realized that 
the work can, without any exaggeration, be termed a gigantic feat of 
engineering. 

Other subsidiary works are: the splendid divide at La Puntilla, 
which will allow the volume of water flowing over the bed of the Chancay 
River to be controlled and used at the same time for the irrigation of the 
existing cultivated ground on the left bank of the said River; the 
drainage of Chiclayo; the outlets of Checope and Chiclayo; the power 
plant at Carhuaquero; 450 kilometres of magnificent roads; and 
others works too numerous to mention. 

Just lately the Government has acquired from private interests, at 
the very low price of an average of £P.5. 0. oo per hectare, large tracts of 
ground which are within the radius of the canals and works of irrigation 
carried out, with the object of splitting them up into lots and selling 
them to colonists. 

The 67,000 hectares which constitute the ground to be irrigated in 
the high part are to be served by utilizing the waters of the River 
Huancabamba at a point situated approximately 20 kilometres higher 
up than Tambo. To this end a series of tunnels will be built, which 
will have a total length of 29 kilometres, of which the largest, called 
‘‘ El Chinche,” crosses the “ cordillera”’ to a length of 16 kilometres. 
The tunnelling of these 29 kilometres is not an unsurmountable difficulty 
for, as eleven tunnels are to be built, they will be attacked from a number 
of directions, and it will be possible to use nineteen drills at atime. For 
the regulation of the waters derived from the Huancabamba it is 
planned to build a dam at a convenient point with a capacity for 
100,000,000 cubic metres, following the same system of construction 
as at Carhuaquero. Up to June 30 of this year (1929) £P.1,985,098. 6. 87 
has been drawn against these irrigation works. 

The Government presided over by President Leguia, being perfectly 
aware of the fact that Peru would reach an enviable state of prosperity 
and well-being, if only the arid coastal regions could have the 
water necessary to render them fertile, has not let anything stand 
in the way of doing everything possible to encourage the investment of 
capital in works of irrigation. This the Government has done by 
adopting measures which safeguard the investor, simplifying and 
abbreviating the ways and means of granting concessions, and by 
sweeping away all restrictive and stultifying legislation with regard 
to irrigation in the same way as has been done in the other national 
fields of industrial activity. 

Peru has an enormous amount of land, potentially capable of 
cultivation, if large capital sums are invested to this end. Not possess- 
ing this capital within her own boundaries, she has at all times 
encouraged the investment of foreign capital by the granting of options 
for the irrigation of considerable areas of its ground. Just lately, 
facilities and encouragement of this nature have been granted to the 
“Consortium Franco-Peruano ”’ interests in order to study the possi- 
bilities of irrigating 150,000 hectares of pampas in the Department of 
La Libertad and Ancash, as well as the exploitation of the flow of waters 
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for power purposes. All this ground is potentially capable of culti- 
vation. The same thing has been done already with regard to 300,000 
hectares of land situated in the pampas of Siguas, Vitor, Camana, 
Majes and Ocofia, in the Department of Arequipa. 

The irrigation of land in Peru is without doubt an excellent invest- 
ment for foreign capital as the quality of the soil is so good. Those 
lands situated in the Departments of Lambayeque, Piura, Lima and 
Ica respond to the most exacting requirements, a continuous and 
abundant flow of water in certain rivers of the coast is fruitlessly running 
into the sea without being utilized, except in very small volume, on the 
immense plains over which they flow. In the Department of Arequipa, 
for example, the water resources are very abundant, as through it 
flow the rivers of Ocofia and Majes, whose flow of water, even in the 
dry season, does not allow of their being crossed except in rafts. 
The employment of foreign capital on works of irrigation is therefore 
a very good business proposition for the investor, if to the advantages 
already mentioned is added that of the climate of our coast, which is 
favourable to the cultivation of any plant for industrial purposes. 


Immigration of and Colonization 
by Europeans in Peru 
By Sr. Nicolas Salazar Orfila 


(Director-General of Immigration) 


the following European nations might well find an outlet for their 
excess population : Germany, Poland, Italy, Jugoslavia, Czecho- 
slovakia, Portugal, Hungary and Austria. 

In such a vast country the population is only approximately 
6,500,000 inhabitants distributed over a country which comprises the 
greatest natural wealth in the animal, vegetable and mineral kingdoms. 
It has many diversities of climate, amongst which are found the 
temperate climate of the coast, the tropical climate of the ‘‘ montafia ” 
or forest region, and the cold climate of the higher Andes. All this, 
added to the generosity of the Peruvian laws, and especially the very 
liberal conditions offered by the State to all immigrants, particularly 
to those who come into the country as colonists, makes Peru the 
nation where the greatest number and variety of European races could 
be received as immigrants. 

One of the initial problems which confronted the present Govern- 
ment was that of placing on our soil a part of the strong immigratory 
current from Europe, which every year flows towards the Latin- 
American countries. With this end in view, in the year 1926, technical 


Pre consists of such an extensive territory that within its borders 
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services of immigration and colonization were organized, which were 
firmly established in their present form in the year 1927. 

In this short space of time colonies have been formed, including some 
directly attended to by the Government, and others established by 
private enterprise, and to which the State has given special concessions. 

The attention given by the present Government from the first 
moment to the immigratory element is now yielding the anticipated 
results. Thus during the last six years 80,000 foreign immigrants have 
been established in the country, the majority of whom came from 
Europe, while influx has been greater during the last three years, a 
period which corresponds with the time the Directorate of Immigration 
and Colonization has been in existence. 

In accordance with contracts entered into in the name of the State 
by the Director of the above-mentioned institution with certain foreign 
interests for the colonization of the “ montafia’”’ or forest region, the 
ingress of 14,255 European colonists is assured. These colonists will 
be established on lands, which when cultivated, will become their own 
property. Besides these contracts, others have been entered into with 
certain national interests, the number of colonists in these cases 
reaching 18,000. 

By means of the system of immigration and colonization directly 
administered by the Government, a few colonies have been established, 
the two of greatest importance being those at Satipo and Marcapata. 
In these zones, every family of colonists is given a daily subsistence 
allowance of 50 centavos (about Is.) in provisions and 50 centavos in 
cash per head, whether child or adult. This daily allowance is con- 
tinued for one year. 

The Satipo Colony has to-day a population of 2,500. 

Peru possesses in the tropical zone of the country, 500,000 hectares 
of cultivated land, of which 100,000 correspond to the “‘ montafia ” 
and the warm valleys of the eastern slopes of the Andes. The 18,000 
colonists who are to be established in this zone by the foreign interests 
already mentioned will add some 200,000 hectares to the above amount. 
The colonies of Satipo and Marcapata have a further reserve of 200,000 
hectares. 

As regards the irrigated coastal lands, the labour of the Government 
is adding another 200,000 hectares for colonization purposes. This 
will mean that in the near future the area of cultivated ground will 
reach 1,000,000 hectares. 

The Colonization policy entered into by the Government affords 
ample protection to the Colonist up to the point when he is able to 
sustain himself and his family on the plot of land given to him. This 
means that when Colonists cease to receive the allowance from the 
State they should be in full enjoyment of the benefits derived from their 
property, and will have all the necessary comforts of life. 

The Government sees in this plan of attraction and establishment 
of European Colonists on its soil greater prosperity for the country as 
well as the cementing of friendly relationships with foreign countries, 
such as has been determined at the Second International Conference on 
Immigration, held at Habana the year before last, in which all the 
conclusions arrived at were favourable to our country. 
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Mining in Peru 
By Engineer Carlos Portella 


(Director of Mining) 


HEN Pizarro set out to conquer Peru, he found there an 
\X/ advanced civilization, in a country peopled by a race of 
agriculturists, who had reached a state of great prosperity. 
The Incas had a communistic form of government, under which 
the land was divided among the people, labour being obligatory. 
The products of the common efforts were divided up into three parts, 
one being set aside for the cult of the Sun, god of the Empire, 
another for the government, and the remaining third for the people. 
Metals had no acquisitive value whatsoever. The State provided 
tools and arms of brass, and gold and silver were used principally 
for the adornment of the temples. 

It is calculated that during the first 25 years of the Conquest, objects 
of gold and silver, to the value of 125 million pounds sterling, were 
shipped to Europe. This caused the country to become famous as a 
treasure-house of precious metals, and the efforts of the Conquistadores 
were directed principally to the exploitation of the mines, more 
especially the silver mines, which abounded all over the country. 

The silver mines of Peru were extremely rich. Native silver and 
argentiferous ore, of easy extraction, even by the metallurgical methods 
of the period, were productive of vast wealth. The discovery of the 
large deposits of cinnabar at Santa Barbara provided all the silver 
necessary for the treatment of the minerals. 

During the Colonial period, the Peruvian mines were never worked 
by professicnal miners, but simply by adventurers, who knew nothing 
about mining, and whose sole aim was to get rich in the shortest 
possible time. Consequently, due to lack of expert knowledge, only 
the parts of the veins nearest the surface were worked, where the 
water did not cause much trouble, and the mineral could be easily 
handled, by means of a primitive kind of metallurgical process. 

By the latter days of the Colonial period, practically all the 
oxidized zones of the mines had been worked out, and the mining 
industry had fallen into its decadence. The middle zones of the 
Peruvian argentiferous mines, rich in silver ores of a high grade, con- 
taining also copper, lead and zinc, could not be worked economically 
at that period. 

Neither were the early days of the Republic, troubled as they were 
by political disturbances, favourable for developing the enormous 
mineral wealth of the country. It may be said that only during the 
last thirty years has the Peruvian mining industry shown signs of a 
slow and very gradual improvement. 

Transport conditions were rudimentary, and the building of 
railways was a vital necessity, in spite of the extremely rugged nature 
of the ground. The old mines, too, needed costly plants for the 
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proper exploitation and treatment of the ores, and the solution, 
therefore, lay in the investment of relatively large capital sums, which, 
though economically a good investment in view of the natural richness 
of the mines, would be difficult to procure, principally because of the 
political instability of the country. 

Progress in building up the Peruvian mining industry was thus 
slow initially, being carried out with small, and frequently insufficient 
capital, but it has served the purpose of demonstrating the great 
possibilities it offers, if and when more ambitious economical efforts 
are made to develop it. 

At the same time as work was commenced in some of the old 
mines of the Colonial period, new deposits were discovered, and it was 
made evident that the potential mineral resources of the country 
were very great and varied, consisting principally of gold, silver, 
copper, lead, zinc, vanadium, iron, coal, petroleum, tungsten, 
molybdenum, bismuth, antimony, borates, etc., all in commercially 
profitable quantities. 

The first effort made to work mines on a large scale, with abundant 
capital, was made in the year 1901, by the company which is to-day 
the Cerro de Pasco Copper Corporation, who acquired a large number 
of the old mines in the Cerro de Pasco region, which had been worked 
from 1630, and which up to the year 1820 had produced more than 
14,000 tons of silver, with a value of {100,000,000 sterling. 

In 1906, Peruvian coal began to be exploited on a relatively large 
scale. Bismuth, tungsten and vanadium began to be exploited 
between 1904 and 1910. In 1883, petroleum, which to-day is the 
most important section of the mining industry in Peru, began te be 
exploited in a small way. 

Peru, through which the Andes range runs longitudinally, is 
divided into three zones, of different topographical and climatic 
conditions. Between the Pacific Ocean and the western slopes of 
the Andes, there is a strip of territory, generally arid, with little or 
no rainfall, and where the climate is temperate, and not tropical, as 
might be expected in those latitudes (4° 30’ S., 19° 00’ S., more or less), 
this being due to the cooling influence of the Humboldt Current. The 
mountain region of the Andes, owing to the rugged nature of the 
ground, the deep valleys, and varying altitudes, up to 5,000 metres 
above sea-level, has many variations of climate. Its eastern slopes 
fall less steeply than those of the west, towards the Amazonic Basin, 
the climate of which is purely tropical, with a heavy rainfall. 

With the exception of the oilfields, and a few iron and coal mines 
on the Pacific Coast and in the Amazonic Basin, it can be said that 
practically the whole of the Peruvian mineral deposits are situated 
in the “ cordillera ” or mountain region proper. 


Gold.—This metal is found in veins, principally associated with 
other metals, in the silver and copper mines of the “ cordillera,” as 
well as in gravel and sand of certain rivers of the Amazonic Basin and 
on the Pacific slope. The principal known deposits are situated in 
the Departments of Apurimac, Lima, Puno, Junin, Cajamarca, 
Libertad, Arequipa and Ayacucho. 
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Silver is found in the mountain region, associated with other 
metals, such as copper, lead, and zinc. The deposits are generally 
cupro-argentiferous or plumbo-argentiferous, containing appreciable 
quantites of gold and sometimes zinc. Commercially exploitable 
deposits are known in the Departments of Cajamarca, Libertad, 
Puno, Ancash, Junin, Lima, Arequipa, and Huancavelica. 


Copper.—The copper deposits, with few exceptions, also contain 
appreciable quantities of silver or of silver and gold. Outside the 
deposits classifiable as argentiferous, there are copper deposits in Ica, 
Lima, Arequipa, Abancay and Moquegua. Many large, low-grade 
copper deposits have been prospected, such as the large deposits at 
Cerro Verde in Arequipa, Ferrobamba in Apurimac, and those of 
Quellaveco and Toquepata in Moquegua. 


Lead and Zinc.—The lead and zinc deposits are invariably 
argentiferous. The most important deposits are situated in the 
Departments of Ancash, Junin, Lima and Puno. 


Vanadium.—Peru possesses the largest and richest deposit of 
vanadium known, in Minasragra, Department of Junin. From this 
deposit, more or less go per cent. of the world’s vanadium consumption 
is extracted. Asphaltite, containing 1 to 3 per cent. of vanadic acid, 
is also found in Junin in considerable quantities. 


Bismuth, Stibnite and Molybdenum.—In the “San Gregorio ”’ 
Mine, Department of Junin, there are large reserves of bismuth, 
unexploitable at the moment, owing to there being a very small market 
for the product at the present time. Deposits of stibnite are found in 
Cajamarca, Huanuco, Junin and principally in the Department of 
Puno. These have been worked on a small scale at different periods. 
Molybdenum has also been worked on a small scale, mostly in the 
deposits to be found in Jauja, Department of Junin. 


Iron.—Iron deposits are found in Aija and Calleycancha, Depart- 
ment of Ancash, in Huancavelica, Department of Junin, and in the 
Pampas of Marcona, Department of Ica. It is calculated that in 
Marcona alone there are 80 million tons in sight, showing 57 to 65 per 
cent. iron, with very little sulphur and phosphorus. 


Mercury.—This metal was worked intensely during the Colonial 
period, and the deposits at Santa Barbara in Huancavelica, and in a 
lesser degree, those at Chonta, in Huanuco, provided all the necessary 
mercury for the treatment of practically the whole of the gold and 
silver ores mined in South America. It{is calculated, that from the 
year 1566 up to 1790, about 50,000 tons of mercury were extracted 
from Santa Barbara. 

The Santa Barbara group has been recently acquired by the 
Fernandini interests, who are putting in a large capital, in order to 
make the mines again productive. 


Nickel and Cobalt—Commercially exploitable deposits of these 
minerals have been found at Rapi, Province of La Mar, Department 
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of Ayacucho, and at Vilcabamba, Department of Cuzco. Nickel and 
cobalt are found associated with silver and copper. No development 
work of any importance has been carried out on these deposits. 


Tungsten.—The principal deposits are found on both banks of the 
River Pelagatos, between the provinces of Pallasca, Department of 
Junin, and Santiago de Chuco, Department of La Libertad. Deposits 
also exist in the region of Julcani, Province of Angaraes, Department 
of Huancavelica. Tungsten has not been exploited during recent years. 
From 1910 up to 1921, 2,500 tons of ore had been extracted, fluctuating 
in grade, with metallic content of between 61 and 72 per cent. 


Asphalt.—Large seams of vanadious asphaltite are found in the 
Department of Junin, and these have been exploited at different 
times, both for fuel purposes and for the extraction of the vanadic acid 
it contains. 

In the Department of Piura there is a large deposit of pitch, which 
has been worked on a small scale since Incaic times, and which is 
known as “‘ La Brea.’”’ (This is the Spanish for pitch.) An extensive 
deposit of this substance is also found in the Department of Ayacucho, 
at a place known as “ La Brea de Chumpi.” 


Sulphur.—There are numerous deposits of this substance, among 
which can be cited those at Revantazon, in Piura, and Chuquiquillan, 
in Pallasca, Department of Ancash. There are also numerous sources 
of extracting sulphur from the volcanos of the “ Cordillera.” Up to 
the present, this substance has not been exploited in a large way. 


Petroleum.—Petroleum deposits have been found in the Depart- 
ments of Tumbes, Piura, Lambayeque, Ica, Puno, Cuzco, Ayacucho, 
San Martin, Amazonas and Loreto. Up to the present, only those 
at Zorritos, in Tumbes, and at Lobitos and Negritos, in Piura, have 
been exploited on a large scale. The deposits at Pirin, Province of 
Huancané, Department of Puno, have been prospected to a certain 
extent. 

The density of Peruvian petroleum, including that already being 
exploited in Piura and Tumbes, and that found in the Department of 
Puno, fluctuates between 39° 3 Bé. and 34° 6 Bé. It can be said, that 
the average density of the Piura and Tumbes oil is 35° Bé. or 0°8408 at 
15° C. of temperature, and that the Puno oil has an average density 
of 37° Bé. or, say, 0°8398 at 15 C. 

The chemical composition of these oils is varied. A typical com- 
position of the Piura and Tumbes oils, is: 75°8 to 86 per cent. carbon, 
13 to 18-4 per cent. hydrogen, 0°75 to 5°7 per cent. oxygen, 0-07 per 
cent. nitrogen and about 0-04 per cent. sulphur. 

Its calorific value is always high, varying between 11,980 and 
11,219 calories in the Pirin oils, and from 10,645 to 10,803 calories in 
the Piura and Tumbes oils. 

From the comparison between Peruvian oils and the other typical 
oils of the American continent, it may be deduced that, industrially, 
they are inferior to “ Raw Franklin” and ‘“ Great Pennsylvania ”’ ; 
very like ‘‘ Mid Continent ’’; and very much more valuable than the 
oils of Texas, California and Mexico. 
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Coal.—Coal is found everywhere along the mountain ranges of the 
Andes, principally in the Departments of Cajamarca, Libertad, Ancash, 
Lima, Junin and Arequipa. The greatest development has taken 
place at those deposits situated in Goyllarisquizga and Quishuarcancha, 
Department of Junin. The deposits at Huayday, Department of La 
Libertad, are also of great importance, but up to the present they have 
not been exploited to any extent. It is calculated that they contain 
upwards of 100,000,000 tons of anthracite. Large deposits are also 
found at Cupisnique, in Cajamarca, Oyon, in Lima, Jatunhuasi, in 
Junin, and Sumbay, in Arequipa. 

Anthracite and all the varieties of pit-coals are abundant, many 
important deposits existing. Deposits of lignites have been found in 
Tumbes and of “ turbas””’ in Arequipa, Cuzco and Junin. 

The greatest production of coal in Peru was reached in 1920, with 
378,000 tons. In 1924, only 155,000 tons were extracted, the majority 
being from the Department of Junin. The analysis of the qualities 
was as follows : 


Pit-coal .. - wa .. 149,500 metric tons. 


Anthracite i as es 3,800 __sez, - 
Asphaltite “i nis is . aa ‘i 


Borates—Deposits of borates are found in Arequipa, Moquegua and 
Tacna. The most important are those at Salinas, in Arequipa. 

The amount of borates exploited in 1924 was a little over I,000 tons. 

The ore which is worked is ulexite, or boronatrocalcite, which 
contains 30 per cent. boric acid. The calcined product contains about 
52 per cent. boric acid. 


Common Salt.—The exploitation of common salt, or chloride of 
sodium, in Peru, is under Government control. The principal deposits 
are the so-called “‘ salt-fields’’ of the coast. These exist in Piura, 
Lambayeque, Libertad, Ancash and Lima. Rock salt deposits are also 
found at San Blas in Junin, and at Cachi in Huancavelica. Salt is 
also extracted from salt-water falls, such as those at Maras, in Cuzco, 
which empties its waters into the River Urubamba. 

The production of salt is restricted to that necessary for local 
consumption, and is only exported in small quantities. In 1924, about 
27,000 tons were extracted. 


Mineral Waters ——There are numerous mineral water springs all 
along the “ cordillera,” principally in the Departments of Cajamarca, 
La Libertad, Junin, Lima, Huancavelica and Arequipa. Those most 
exploited are those at Yura and Jestis, in Arequipa, and at Viso, in 
the Department of Lima. The production, which in 1913 was 
209,000 litres, reached 600,000 litres in 1924. 

The difficulties of transport, which in the past have been the 
principal cause of preventing the development of the vast mineral 
resources of Peru, are gradually disappearing, owing to the great impulse 
given to the building of roads in Peru, during the last few years. The 
investment of foreign capital in the country has greatly increased lately, 
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this capital being principally North American, but owing to the 
enormous potential mineral resources, the possibilities for future 
investment are still very great. 

The Mining Laws of the country are among the most liberal in the 
world. By the payment of a modest tax per unit of superficial area, 
anyone can acquire the absolute ownership of the ground, for an 
indefinite period, in order to exploit the minerals it contains. 

The following table shows the value of mineral production in Peru, 
during the last 25 years. The second table shows the weight and 
value of the different mineral substances produced during the year 1928. 












VALUE OF MINERALS PRODUCED IN PERU FROM 1903 TO 1928.* 






Peruvian 
Pounds. Index 
Years. (£P.) Numbers. 



































1903 si de 1,382,080 ei id 100 
1904 ‘i - 1,338,759 - ae 97 
1905 a oP 1,828,531 “ es 132 
1906 7 és 2,545,112 “x i 184 
1907 ai - 3,119,174 es ne 226 
1908 av ns 2,418,241 - ia 175 
1909 oa a 2,738,519 - is 198 
1910 ‘a oF 3,373,212 a ~ 244 
IQII ss x 3,699,615 ba - 267 
IgI2 ‘ or 4,627,963 a6 si 335 
1913 a 3 4,495,578 S ca 325 
1914 we a 4,169,307 “a RP 302 
1915 “ - 5,929,845 - a 429 
Ig16 ‘i es 8,856,178 “A bi 626 
1917 - +s 9,324,160 se v 675 
1918 fe ae 8,324,960 aS i 602 
1919 “ i 8,306,776 és “i 601 
1920 ws - 8,134,694 ve ei 589 
Ig2I re wig 8,348,635 “ aa 604 
1922 oi ne 10,344,667 is vs 748 
1923 rr a 11,864,606 sc a 858 
1924f_ Si. aa 15,635,114 ai i 1,131 
1925 i sa 18,060,782 ia a 1,306 
1926 = - 22,811,770 ws ui 1,651 
1927 ‘a a4 28,560,636 i - 2,066 
1928 a 30,626,862 na i 2,216 








Total .. ed 230,480,804 









* Taken from the ‘‘ Boletin de Minas y Petroleo,’”’ No. 34. 
t From this year, the production of quarries is included, which had not been 


done in previous years. 
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MINERAL PRODUCTIONS IN PERU 





Description. 


Gold 
Silver .. 
Copper 
Lead 

Zinc 
Vanadium 
Antimony 
Petroleum 


Coal 








al 





Boric acid in borates. . - a 
Common Salt cr Chloride of Sodium | 





Quartzite and other cut stones 
Crude Limestone 

Quick-lime or other lime 
Cement 

Gypsum 





Mineral Waters 


Total 





* Taken fre 


Weight Kos. 


2,193 
678,622 
53,028,124 
16,688,048 
5,524,179 
73,164 
139,932 


I,521,287,000 


178,494,000 
120,047 
32,668,814 


12,092,000 
76,142,000 

3,500,000 
48,475,330 


15,635,000 | 


714,930 


DURING THE YEAR 1928* 


| 
| Value £P. 
| 367,090 
3,197,165 
4,290,506 
584,249 
184,894 
139,844 
8,007 


| 20,855,746 


221,840 





4,188 
399,251 


II,740 
19,286 
9,000 
268,040 
44,797 


21,219 


| 30,626,862 


m the *‘ Boletin Oficial de Minas y Petroleo,” No. 34. 


Directorate-General of Public 


Works 
By Dr. M. M. Chavez Fernandez 


(Chief of the Labour Bureau of the Ministry of Public Works) 


HE Directorate-General of Public Works carries out important 
labours of various kinds. It controls all the special schools, 
such as the Arts and Crafts School of Lima, and the Schools of 
Artisans, which function in various Departments of the Republic. 
The Labour Bureau, Section of Indian Affairs, and that of Industries 
and Propaganda are also dependencies of this Directorate. Below 
is given a resumé of the principal labours and the development 
work carried out by each of these sections. 


PROPAGANDA AND TECHNICAL SCHOOLS SECTION 


The Government in its desire to perpetuate the memory of our 
great aviator, Jorge Chavez, who was among the first to fly over the 
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Alps in an aeroplane and who lost his life in the attempt on landing at 
Domodossola, approved the contract entered into by the Municipality 
of Lima with the Italian sculptor, Commendatore Giuseppe Baroni, 
for the designing and carrying out of the monument to be erected to 
the aviator’s memory in the capital. 

The State, taking into account the aims of the Polish-Latin- 
American Chamber of Commerce of Warsaw, which are those of 
cementing closer relationship and interchange in commerce, as well as 
that of organizing permanent exhibitions, granted a subvention to the 
aforementioned Chamber of £P500. 

The Government, with the object of making Peru more widely 
known, authorized Mr. Jorge C. Aprile and Mr. Roque Blaya, to print 
their work “ El] Peru y sus riquezas”’ (‘‘ Peru and its Wealth ’’), which 
will bear the official imprimatur. The Government also declared its 
willingness to supply all the statistical data necessary for this work, as 
well as promising economic assistance. 

A subvention of five thousand dollars has been granted to the 
American Publicity Association of New York, as payment for the 
special number of the press of that city, which is to be dedicated 
entirely to Peru. 

The Government has installed in the School of Arts and Crafts of 
this capital a workshop for carpet-weaving. This workshop will very 
soon be supplied with all the necessary appliances for this object. 

In order to encourage the exhibitors who took part in the National 
Exhibition of Straw Hats, organized by the newspaper El Tiempo of 
this city, the Government awarded prizes for the best exhibits. 

Considering it necessary to stimulate and develop the cultivation of 
music, the Government assisted economically, as in previous years, the 
annual competition in national music and dances. This takes place 
every year in the capital on June 24. At the same time it granted the 
necessary fares and expenses for bringing national artists from their 
homes to the capital to take part in this competition. 

The Government is attending satisfactorily to the needs of the 
various Panamanian students who are taking courses in the schools 
of arts and crafts and agriculture. 

The Government has taken all possible steps to ensure that the 
Peruvian Pavilion at the Ibero-American Exhibition at Seville may 
be a credit to the country and faithfully reflect the abundance and 
wealth of our products and our traditions. 


LABOUR BUREAU AND SOCIAL SERVICES IN PERU 

Really effective legislation of a social character dates from the 
Constitutional Reform of 1919. The new Political Code contained a 
declaration of fundamental rights intended to serve in the development 
of the programme of social reforms. Statutory intervention in 
labour affairs became operative, and a legislative plan was formulated, 
which is being extended every day. 

Conjointly with the Constitutional Reform above mentioned, a 
Labour Bureau, subsidiary to the Ministry of Public Works, was 
created on September 19, 1919, and its sphere of action defined by a 
Supreme Decree dated March 6, 1920. It was to control the admini- 
stration of social laws in existence and at the same time to be the organ 
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for experiment, study and organization of labour questions. The 
decree last mentioned is thus a synthesis of the principal activities 
which it was intended should comprise the work of organization, 
although, in practice, shortly after the administrative organism had 
been created, it was found necessary to reform a great number of its 
clauses, so that they should have an even wider sphere of application 
than before. 


The said decree defines the nucleus of the duties of the bureau, 
which is invested with the following powers: Legislation in labour 
affairs, compilation of statistics, organization, and intervention in 
labour disputes. The legislation work of the bureau includes giving 
information on, investigating and making proposals in regard to 
administrative affairs concerned with labour. It may also arbitrate 
upon and make decisions in consultations demanded by the Legisla- 
tive Power relating to the problems and necessities of labour. Equal 
latitude is given to the bureau in compiling statistics. This work 
comprises, in a general way, the compilation of a book of reference on 
labour affairs, as well as of statistics governing occupations, giving the 
corresponding technical details and statistics of strikes and lock-outs, 
accidents at work, cost of living, etc. The clauses referring to the 
organization and recognition of workers’ associations, the registration 
and control of these associations and those formed by employers, and 
the other various clauses of the Supreme Decree mentioned, extend the 
activities of the bureau over a wide field in the organization of labour. 


This charter of constitution of the bureau has been considerably 
modified in practice. Thus, for example, in a general way it was 
intended that the bureau should deal with the solution of conflicts 
between capital and labour, but procedure was defined only in regard 
to collective bargaining. When the bureau was formed, an innumer- 
able number of individual claims were lodged and its intervention 
sought, and so it was necessary to deal with these within the conciliatory 
powers invested in it. The Supreme Decree of April 27, 1928, after- 
wards confirmed these powers, not only as regards conciliation, but also 
in regard to direct solution. The last-mentioned Governmental 
Decree lays down a code of exclusive and summary decisions respecting 
individual claims for wages, accidents at work, honours of labour, 
breaking of working contracts, etc. In this way, the work of the 
bureau is made to extend over the whole of the works of social reform, 
it being the only institution invested with such powers. 


Social Insurance.—The Decree of January 4, (1929), has established 
for the first time in this country social insurance with regard to illness, 
invalidity, old age and pensions. This was done in favour of the 
employees of the Empresas Electricas Asociadas (Associated Electrical 
Enterprises). This company has a staff, clerical and otherwise, of 
about 2,000. 


The financial part of this scheme is based on a contribution from 
the company of 5 per cent. on the total amount of the pay rolls. This 
fund is administered by the Chief of the Labour Bureau, acting in 
conjunction with two others, one a representative of the company, 
and the other a representative of theemployees. This social insurance 
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is independent to the Law of Accidents at Work, which is dealt with 
under common law. 

At the moment, the Government is working on a extensive pro- 
gramme of social insurance, and has recommended to Parliament, 
in its Message of 1927, the necessity and urgency of establishing a 
standard type of workmen’s insurance, which will cover the: worker 
against all risks, such as accidents, illness, old age, invalidity, as well 
as provision for widows and orphans and maternity. 


Arbitration Tribunals.—In this respect it is necessary to take into 
account the tribunal which functions under the auspices of Law 
No. 4916. This law has been reformed in certain respects as regards 
procedure. The tribunal is constituted under the presidency of a 
Government arbitrator, and is made up of this official and one 
representative appointed by each of the two parties to the arbitration 
case it is dealing with. In view of the large number of claims put 
forward under the above-mentioned law, this tribunal might be said 
to be of a permanent character. | Under the provisions of the law in 
question, a preliminary stage of conciliation has now been established, 
which attempts to conciliate in disputes or claims, before these are 
carried forward to the stage of legal proceedings. The law has also 
established as major institutions life insurance of employees, for 
which principals are responsible, and a code of compensation and 
indemnities for termination of Employment. 


Accidents at Work.—-The Government, knowing that the application 
of the Law of Accidents at Work requires constant supervision, and 
that a great part of the risks comprised in the said law are covered 
without official sanction, authorized the Labour Bureau, by Supreme 
Decree of April 27, 1928, to apply this law in a conciliatory manner. 
Before the date mentioned, the bureau had under its care the compila- 
tion of statistics with regard to accidents at work in Lima. Using the 
authority with which it is invested, it has remedied certain deficiencies 
of the law, such as, for example, that applying to the extension of 
the period allowed for temporary or permanent incapacity of the 
worker in respect of his left hand, this form of disablement having been 
very deficiently catered for in the grades of incapacity which the said 
Law establishes. 


Labour Inspection Services—The Inspection Service is divided into 
two sections, one comprising the superintendence of the laws in favour 
of workmen generally, and the other concerned with the application of 
the laws regarding work by women and children. These laws are 
Nos. 4239 and 2851, which establish the rights and particular obligations 
of these workers. These divisions of the Inspection Service are 
attached to the Bureau of Labour, and render to this bureau their 
reports and the results of their investigations. 


Recognition of Labour Organizations —The activities of the bureau 
in this respect have been particularly productive of good results, and 
it may be said that practically all workmen’s associations, as well as 
those of employers, are registered and officially recognized. This 
would seem clearly to indicate the approval by the working classes of 
the social policy of the present Government, and the absolute confidence 
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of this section of the community in the powers of effective intervention 
that the Government possesses. 


Publications of the Bureau.—Apart from the periodical publication of 
labour statistics made by the bureau in the newspapers of the capital, 
it is also necessary to mention two important books it has published. 
These are entitled ‘‘ Jurisprudencia de la Ley de Empleados”’ (“ Juris- 
prudence of the Law of Employees”) and “ Legislacién del Trabajo y 
Prevision Social” (‘‘ Labour Legislation and Social Services’’). Both 
these books were published through the personal effort of the officials 
of the bureau, the first one being written by the Chief of the Bureau, 
Dr. Manuel M. Chavez Fernandez, and the second by two of his 
assistants, Dr. Mariano N. Echegaray and Sr. Ramon Silva. The 
first of the two books mentioned is an extensive interpretation of the 
Law of Employees, and the second is a complete compilation of the 
social laws, with an adequate commentary on these laws. 


Indemnities and Compensation for Loss of Employment.—Laws are 
being drawn up which assure to the worker compensation for loss of 
employment. Meanwhile the Labour Bureau has laid it down as a 
first principle of justice that the worker must be justly compensated 
for this loss of employment. This compensation is calculated at the 
rate of one week’s wages for each year of service, and is graduated 
according to the motive which has determined his dismissal and the 
gravity of the fault he may have committed, leading to his dismissal. 


Protection of Agricultural Labourers—In this regard, a series of 
interesting regulations have been drawn up, governing the work of the 
“‘yanacones ”’ (farm labourers bound to personal service, which class 
of labour is peculiar to Peru). The method as to the procedure to be 
followed in the transfer of the produce of cotton plants, as well as that 
of sugar cane and other plants and edible roots, has now been 
established, and the conditions governing the work of clearing, watering 
and planting the plots belonging to the “‘ yanacones’”’ have also been 
definitely decided upon and scheduled. 


Eight-Hour Day.—This has now been established as the legal day’s 
work in Peru, and its observance is the object of special attention on 
the part of the inspection services of the bureau. The number of 
hours per week to be worked by women and minors is the subject of 
special regulations, and these are strictly enforced by the bureau. 





Guarantees to the worker who goes Abroad.—Special regulations are 
now in force with regard to workmen proceeding on contract to a 
foreign country. These apply individually or collectively, and their 
return passage money has to be deposited in the official Deposits and 
Consignments Bank, before they are allowed to leave. 


Contracts between Workmen and Sub-contractors or Piece-workers.— 
Regulations have been enforced with regard to this form of contract, 
with the object of guaranteeing the workman his wages when he is 
working indirectly for a proprietor or entrepreneur, with a sub- 
contractor or piece-worker as his direct employer. Previously, this 
class of workman had been continually exploited by being paid low and 
casual wages. 























Banco Central Hipotecario 
del Peru 


(Central Mortgage Loan Bank of Peru) 


, 


HE “Banco Central Hipotecario del Peru”’ is an institution which 
was formed during the past year (1929) to fulfil the same functions 
as analogous institutions in Argentina and Chile. The business of the 

bank is to grant loans on the security of “ immovable property ”’ (i.e., landed 

property), on long terms, and amortizable gradually and adequately to the 
terms given. It also issues mortgage bonds, which are placed both in the 
| country and abroad. 


Previously it has always been the commercial banks that have given credit 
on the security of land, but their radius of action has now been limited to 
granting it on landed property in the Capital and adjacent towns and in their 
neighbourhood. Statistics have been established that the landed property 
| mortgaged with the banks that have operated in this way represents hardly 
| 3% per cent. in regard to town property and 13 per mille in regard to rural 
properties of those properties which figure in the Register of Property. (Not 
all landed property is registered.) The amount of mortgages granted by these 
same banks hardly reaches 20 per cent. of those existing in the country in 
| general. 


The new bank, which has the monopoly of these operations, will extend 
the benefits to be derived to the whole country, and preferably to the agricultural 
districts, at the lowest possible rate of interest. The bank will also organize 
the ‘“‘ Credito Agricola ’’ (Agricultural Credit), an institution destined to give 
loans to agriculturists who need ready money for their yearly operations, these 
loans being secured on their crops. 


Peru offers a wide scope for agricultural development, and this is now 
being carried out on a surprisingly large scale, owing to the administrative 
efficiency with regard to the irrigation of lands susceptible to cultivation, the 
irrigation of waste or desert pampas, the construction of modern roads, and 
the judicious sub-division of unwieldy properties. The cultivation of sugar- 
cane and cotton as produce for export, and wheat, rice, maize and tobacco, for 
internal consumption, will increase 100 per cent. in a relatively short time. 
The exploitation of the wonderful timber and woods of the Eastern Zone, 
and the cultivation of the rich variety of the produce of the coast and “‘ Sierra ”’ 
or mountain region are industries with a great future, and of which practically 
only the fringe has been touched up to the present. The highlands lend 
themselves admirably to the development of sheep-raising, and there are centres 
already existing which give effective proof of what initiative can accomplish 
in this respect. The value of agricultural production is already considerable, 
and it is increasing year by year. The land at present under cultivation does 
not reach 4 per cent. of that susceptible to cultivation. 
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Protection for Miners.—A decree has been promulgated in favour ot 
mine-workers under the auspices of which special statistics are to be 
collected, with regard to risks attendant on work in mines. In isolated 
cases, special regulations have been dictated in favour of this class of 
worker, sometimes so that a solution shall be arrived at regarding 
labour troubles in the mining centres, and at other times in order to 
establish special regulations for certain companies. 


Occupation for Ex-Convicts—A special official roster has been 
established for the registration of ex-prisoners, and preference is given 
to them on public works. Since the roster has been organized, no 
difficulty has been found in placing this kind of worker in his respective 
trade. 


Indian Labour.—Special legislation has been drawn up in favour of 
the native Indian. A minimum wage has been fixed, in accordance 
with the different tasks on which he is employed, either in the country 
or in the urban centres. This minimum wage has been fixed by taking 
the average of wages paid in any particular locality. Gratuitous work by 
the native Indian has also been strictly prohibited and severe penalties 
are imposed on anyone taking advantage of them in this direction. The 
intervention of political authorities in the contracting of Indians has 
also been forbidden, so as to do away with any possibility of coercion. 


Stabilization of Wages.—This principle has been constantly sustained 
by the Labour Bureau, in conformity with the declaration contained in 
the Treaty of Versailles, which is as follows :—‘‘ Human labour is not 
to be treated as simple merchandise, subject purely to the fluctuations 
of supply and demand.” The principle of stability of wages has 
been constantly defended by the bureau, which has always tried to 
prevent deliberate lowering of wages, thus acting as a check to the 
entrepreneur in his continuous endeavour to cheapen labour. 


Superior Council of Labour and Social Works.—This body is the 
highest consultative authority in labour affairs. It is made up of 
delegations from the workers’ and employers’ associations and from 
such institutions as the Faculty of Political Economy of the University 
of San Marcos. This high body is at the moment engaged in the study 
of very grave problems relating to labour. It is taking advantage of 
the experience of the bureau, and is studying the work and decisions 
made by its components. 


INDUSTRIAL SECTION 

Fiscal duties in respect of trade marks during the administrative 
year 1928-29, reached the sum of £P3,718 5. 00, and those collected 
for foreign and national patents, postponements or extensions and 
transfers, {P955 0. 00, making a total of £P5,316 5. oo. 

Permits have been granted for the following: Manufacture of 
cardboard and paper articles in general for carnival purposes ; 
Manufacture of combed thread for weaving; Manufacture of 
aluminium articles; Manufacture of whisky by distillation from 
cereals; Manufacture of all kinds of knitted, articles with the 
Rachel Machinery System; Manufacture of coffee essence or coffee 
concentrate by means of the vacuum process; Manufacture of 











PF 


Banco Italiano: Lima 


HE “ Banco Italiano,” formed by a few members of the Italian Colony 

in Lima, in 1889, commenced operating with the modest capital of 
£P20,000. During its forty years of existence its upward progress has been 
marked by the continuous growth of its capital, as will be seen by the following 
figures, comprising paid-up capital and reserves :— 


1889 vr ii es £P 18,407.6.73 
1899 PP ne es 126,721.8.33 


1909 ie oe nie 291,172.5.18 
1919 ee oe oe 664,044.0.62 


1929 os 1,914,612.9.43 

The “ Banco Italiano ” has contributed very considerably to the economic 
progress of the country, extending its activities over the whole of the territory 
of the Republic, and having offices of its own in Arequipa, Callao, Cuzco, 
Chiclayo, Chincha Alta, Mollendo, Tacna and Trujillo. 

In 1920, the “ Banco Italiano,”’ in order to give its clients the benefit of 
the co-operation of an important international banking institution, associated 
itself with the Banca Commerciale Italiana of Milan. This does not signify 
that, legally, it is anything else but a National Bank. 

The Banco Italiano, on reaching its fortieth anniversary, can lay claim 
to an organization the equal of any modern banking institution, offering 
both its local and foreign clients all the services which a progressive bank can 
extend to them to-day. 

Thanks to its careful organization, and its preponderant position in the 
economic life of Peru, the ‘‘ Banco Italiano” can place the most efficient 
service at the disposal of other banks as Overseas Correspondents. It has a 
special Collections Department, organized to cover the whole of the Republic, 
where, apart from its own offices already mentioned, it has 700 Agencies. It 
also possesses a Documentary Credits Department, which is in close touch 
with the national industries producing for export. This Department also 
attends to the opening of Export Credits for cotton, sugar, etc. Just lately, 
the ‘ Banco Italiano ”’ has installed in its new and up-to-date building in the 
Greco-Roman style, inaugurated in April, 1929, the Agency of the “ Wagons 
Lits Cook,”’ a world-wide organization for tourists. In this Agency there is 
an expert staff of linguists, whose duties include attending to clients recom- 
mended to it by Overseas Banks, placing at their disposal all the facilities 
which such an enterprise can offer. 

The “‘ Banco Italiano ”’ also co-operates efficiently with the Import Trade 
of the country, by means of its Collections Department, and its Department 
of Commercial Information. Finally, in its “‘ Foreign Relations Department,” 
it possesses a very effective medium for pointing out to merchants and manu- 
facturers who solicit its aid, the possibilities existing for the placing of their 
articles in the Peruvian Market. 

The “ Banco Italiano” to-day occupies first place among the banks of 
the country, and its solid position is reflected in the Balance Sheet, which 
includes the following items :— 


Liabilities. £P. Assets. £P. 

Capital and Reserves ++ 1,914,613 Cash in Lima and Branches Pv oe 773,895 
Money lodged on current and. “deposit Balances in banks abroad . oe ate 828,943 
account, and savings bank deposits, &c. 7,143,993 Bills discounted oe = oe ++ 3,171,231 
Guarantees, engagements and other con- Investments oo oA ‘is a 277,901 
tingent liabilities on behalf of customers 9,810,542 Advances, &c. a oi oe ++ 3,093,120 
Premises, &c. P 180,001 
Investments held against sav ings deposits 449,830 
Mortgage Loans ° 283,685 

Customers’ liabilities for guarantees, &c., 
as fer contra ee + 9,810,542 


18,869,148 18,869,148 


BB 


— 
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bathing-slippers, and tennis and sports shoes with rubber soles; 
Manufacture of evaported and condensed milk; Manufacture of 
butter or margarine on the basis of cocoanut oil, etc.; Manufacture 
of buttons from ivory-nuts, shells and other raw materials; Manu- 
facture of corks, tops and covers for all classes of containers, from cork, 
and from the residue of cork; Manufacture of material for adver- 
tising and propaganda, based on the principle of using the reflection 
of the sun’s rays; Manufacture of hams, mortadela, salame, 
cotiglino, and similar pork derivations; Manufacture of oxygen by 
means of distillation from liquid air for industrial or medicinal pur- 
poses; Manufacture of tyres for all types of motor-cars and lorries, 
etc.; Manufacture of champagne and sparkling wines, and improve- 
ment of native wines to the standard of certain types of foreign wine ; 
Dry or destructive distillation of coal, so as to produce carbolineum 
and benzol for industrial uses; Manufacture of all kinds of articles 
in brass, alpaca, white metal, and especially plaqué; Manufacture 
of all kinds of cattle-food on the basis of concentrates and syrups, for 
animals producing milk and meat; Manufacture of paper bags with 
square bottoms and folded at the sides, as containers for all kinds of 
articles; Manufacture in the country of nails, tacks, and staples, of 
iron, copper and brass. Concessions for: The establishment of a 
Permanent Industrial Exhibition; Introduction of a new sport— 
dog racing with pedigree dogs; Diffusion of insurance in general, 
and especially life insurance of working men and middle-class people ; 
Permission to prepare topographical maps for commercial purposes ; 
Extraction and use of the sand, shingle and pebbles from the sea- 
shore of the coast from Chorrillos to Bellavista inclusive; Intro- 
duction of the system of sterilization of drinking water by the process 
known as “ verdunization.” 

The Supreme Decree of June 17, 1927, with regard to the obligatory 
registration of trade marks of alcoholic beverages, has been strictly 
complied with, the said registration showing a 50 per cent. increase. 


STATISTICAL DATA OF PATENTS AND TRADE MARKS AND 
RESULTING REVENUE 


2nd Half-year, 1928. 
Patents. 
Foreign 27 ons £P 270-0. 
National 4 oe 20-0- 
Postponements and Extensions 52 én 130-0. 
Transfers 2 _ 4-0- 


£P424-0- 
Trade Marks. 
Foreign noe £P1,350-0- 
National or 447+5+00 
Transfers ane I59-0-00 


£P1,956-5-00 














Compania Internacional de Seguros del Peru. 
Founded 1895. 


The company issues insurance policies covering Fire, Marine Risks, Loss of 
Profits, Workmen’s Compensation and Motor Accidents. 








BALANCE SHEET, 31st December, 1928. 


LIABILITIES. =P 


Subscribed Capital a . 200,000 
Workmen's Compensation a 10,000 
Reserve Fund 79,000 
Dividend Fund an 9,093 
Personal Accident Fund .. 5,000 
Dividends, Balance for payment .. 539 
Remunerations outstanding 4,641 
Outstanding Losses 2,360 
Owing to Re-insurers 5,307 
Profit and Loss 26,301 


WORKMEN'S COMPENSATION. 
Profit and Loss se 
Unexpired Risk Reserve .. 
Mathematical Reserves 446 
Suspense Accounts ‘ we 713 
Remunerations outstanding ae ~ ‘6 61 


£P352,754 


1,164 
8,129 


Dr. 
£P 
18,967 


21,568 
2,634 
28,362 
6,908 


To Losses .. 


, General ren ai in connection with 
buildings ° 


, Licence and Tension 

. Re-insurance .. 

. Contaiadens es ‘a 
“ » Weiting down of —_—— ae r 310 

, Remuneration to Directors and ae 4,641 

, Insurance of Employees according to Law .. 91 


» Balance 26,301 
£P 109,782 


ProFitT AND Loss ACCOUNT. 


ASSETS. =P 

- 100,000 
10,000 
31,761 
58,553 

- 107,920 
20,477 


Shareholders 

Workmen's Conqeuntion Insurance—Deposit 
Cash and Banks oa 

Funds invested in Securities walks on Deposit 
Landed Property .. . 
Government 

Furniture .. 

Balances with Dunes 

Outstanding Premiums 

Interests and Rent accrued— bet o not sensived . 
Bills of Exchange outstanding 

Owing from Re-insurers .. 

Provisional Dividend és 


WORKMEN'S COMPENSATION. 


Furniture 
Investment ot Fonds 


1,857 
5 


£P352,754 


cr 


=P 
93,719 
15,219 
135 
709 


By Insurance Premiums .. 
» Interest and Reats 

» Policy Fees 

» Exchange 


THE BANK FOR INTERNATIONAL SETTLEMENTS 
By Paul Einzig 
Foreign Editor of “ The Financial News” and “ The Banker.” 
Author of “ International Gold Movements,” &c. 


7s. 6d. net. 
MACMILLAN & CO., LTD., ST. MARTIN’S STREET, LONDON, W.C.2. 
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1st Half-year, 1929. 
Patents. 
Foreign 37 “. £P370-0- 
National II aii 55-0- 
Postponements and Extensions 38 hee 95-0- 
Transfers 6 aia II-0- 


£P531-0- 

Trade Marks. 
Foreign _ £P1,300-0- 
National _ 265-0- 
Transfers ins 197-0: 


£P1,762-0-00 


INDIAN AFFAIRS SECTION 


All affairs relating to the condition of the Indian are ventilated by 
this office, created in the year 1921. Its recommendations are pre- 
sented to the Government for sanction. 

With the object of constituting and fomenting the idea of individual 
ownership among the native Indians, the Government, following out 
the policy initiated by it, has acquired several valuable properties, 
such as “‘ Pauranga,” “‘ Pasacancha,” “‘ Vilcabamba,” “ Vicos,’”’ and 
“ Orcco-puquio,” with a total of 103,000 hectares. A provisional 
allotment of plots among the native Indian ‘“‘ yanacones’”’ has been 
made. This will be made definite, once Congress has sanctioned the 
project which the Executive placed before it for approval. 

An official register of the native Indian communities of the Republic 
has been opened, in accordance with the Supreme Resolutions of 
August 28 and September 11, 1925. By this means, very useful 
statistics regarding the Indians have been compiled. Up to date, the 
registration has given the following results: 300 communities with 
150,000 inhabitants, 400,000 head of sheep, 80,000 head of cattle, 
30,000 horses and mules, 35,000 goats and 90,000 llamas. 

By means of the surveys made of the ground, at the request of and 
for account of the Indian communities themselves, by the technical 
commissions appointed by the Government, it has been established 
that there is a total of 600,000 hectares of community lands in the 
Republic. The boundaries of the greater part of these have also been 
effectively established. 

As is known, a Society for the Protection of Native Indians was 
formed in 1922, constituted in Lima by a central body, presided over 
by the Archbishop of Lima. It has extended its functions to the 
Departments of Cuzco, Apurimac, Puno, Arequipa, Ayacucho, Huan- 
cavelica, Huanuco, Junin, La Libertad, Cajamarca, Piura, Tumbes, 
and Ancash. 

This institution has ably seconded the work of the Government, as 
the departmental bodies, have in their turn organized services in the 
provinces and districts. 
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Some District Bank Branches 


By Professor C. H. Reilly 


NE of the difficulties of any business possessing 
() a large number of branches is to maintain a 

uniform character in their buildings without 
resorting to the obvious and vulgar methods of the 
multiple shops. The owners of these seem to have no 
further idea in the majority of cases than of putting the 
same huge fascia boards with the same huge letters in 
the same startling colours everywhere. Nothing has done 
more harm to our beautiful country towns and villages 
than the chains—I believe that is the standard word— 
of grocers’, butchers’, chemists’ and, latterly, of cheap 
tailoring shops which have invaded them in the last 
twenty-five years. The damage is largely done by a 
forced uniformity of features purposely made out of 
scale and harmony with its surroundings. The banks, 
needless to say, have not erred in this way. Where they 
have done damage in the past it has chiefly been bv over- 
pretentious and over-ornate buildings. They have erred 
if anything from excess of zeal as did so many of the 
Carnegie libraries, mostly built at a bad time. They 
have not, as arule, attempted any uniformity of character. 
One finds Tudor, Georgian, Free Classic (though never 
frankly modern) banks all belonging to the same great 
concerns, and one finds them with every degree of 
emphasis from the quietly dignified to the blatantly 
vulgar. This has resulted in making many of the little 
branch banks look like little municipal buildings on the 
one hand, or little cinemas on the other. None of the six 
great banks, as far as I know, has yet achieved a definite 
character in its branches, even when those branches 
are all in one neighbourhood, yet several of them employ 
the same architect over and over again. One such told 
me not so long ago that he had more than a hundred 
branches for one bank in his office at the same time. I 
took the trouble to look up some of them and there was 
no consistent character running through them. It was 
clear either that their designer was a man of no great 
character and conviction himself or that these branches 
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were the work of his assistants, whom he was powerless 
or too lazy to control. 

The modern branches of one bank, however, those 
of the District Bank round about Manchester tell a very 
different tale. One easily recognizes them wherever 
one sees them, not because they have any feature or 
features in common, not even by the name of the bank, 
which is always very discreetly put up, but by the same 
Georgian characteristics of combined reticence and ele- 


BRANCH AT SALE, DISTRICT BANK LIMITED 


gance. They are the work of a firm of architects with a 
definite manner of design and definite convictions and with 
a very definite and high standard of taste. The firm is 
Messrs. Francis Jones and Dalrymple, of Manchester. 
Would that architects working for other banks, especially 
in the south of England, where on the whole it must be 
confessed the villages are more precious, would at least 
learn the value of restraint from the work of these 
Lancashire architects ! 

Let us begin with their Sale branch. This is a Georgian 
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brick building on a corner site. There is, however, no 
public-house corner entrance. The tall, elegant door- 
way of the bank, flanked by beautifully drawn pilasters, 
is in the middle of the main front with a couple of long 
sash windows on either side. On the first floor isa range 
of smaller windows of the same type, but with green 
shutters, indicating clearly the manager’s residence, while 
his private door, equally clearly shown, appears as a 
subsidiary door on the main front. The corner of the 


DISTRICT BANK LIMITED, BRANCH AT KINGSWAY—AN ARTERIAL 
ROAD THROUGH A SUBURB OF MANCHESTER 


building, where most banks would have placed the 
entrance, thereby upsetting the balance both of the 
exterior and the interior, is here slightly curved on the 
ground floor, and advantage taken of the curved face 
for an elegant name-plate. Here, then, is a building 
almost domestic in its general design and relying for its 
definite beauty of expression on the contrast between its 
pantile roofs and its fine brickwork with narrow bricks--- 
a refinement very welcome in Lancashire where the 
bricks are larger, harder, and more ungainly than any- 
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where else in the world—and the pattern of its white 
painted windows. The building certainly is not obviously 
a bank as we know a bank. It might be the offices of some 
firm of solicitors with a good country practice or the 
residence of a leading doctor, but is it any the worse as a 
bank for that?) A bank is not like a sixpenny bazaar 
intent on catching any and every passer-by. The reti- 
cence and reserved charm of this building would, I 
confess, tempt me to open an account there if I were in 


BRANCH AT ECCLES, MANCHESTER, DISTRICT BANK LIMITED 


search of a bank. I should feel that I would be civilly 
served by people I could trust, and that any money of 
mine on desposit would be well invested and not be 
spent in garish advertisement and the type of scheme 
which goes with it. 

Then, if I moved to Kingsway, Manchester, and had 
to live on a new arterial road passing through a new 
suburb full of little houses, I should certainly be tempted 
again by Mr. Francis Jones’s bank there. This is another 
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little Georgian brick building, this time with a green 
slate roof. Again there is an elegant doorway, now 
with an elegant fanlight over it, and again there are the 
green shutters to the windows of the manager’s flat on 
the first floor. I should feel that this bank was not too 
ostentatious, that it was not boasting its wealth in this 
new little suburb of subsidy houses, but was really little 
more than one would like these houses themselves to be. 
Yet it combines cheerfulness with discretion, a welcoming 
countenance with a feeling of strength in reserve. I may 


BRANCH AT BISPHAM, NEAR BLACKPOOL, DISTRICT 
BANK LIMITED 

seem to be writing too enthusiastically, but I have never 

before seen, in all the years that I have been writing 

about bank architecture, such a series of a dozen or 

more branch banks of the same bank not only all related 

to one another, but all charming and all with what seems 

to me exactly the right character. Unfortunately, 
only six out of the series can be illustrated here. 

The branch at Eccles is a slightly different variant 

of the theme. Here is a bank in some shopping street 
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next to one of the sort of multiple shops I have men- 
tioned—a shop with signs that would damage any 
street. Nevertheless, Mr. Francis Jones’s bank seems 
to accept the shopping character of the street while yet 
preserving its special character. By placing his building 
on a series of arches and piers he has made it look like 
some eighteenth-century market hall with a guild chamber 
over. The more purely domestic type of building he 
has used elsewhere would obviously have been wrong 
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BRANCH AT CHORLTON-CUM-HARDY, MANCHESTER, DISTRICT 
BANK LIMITED 
here, but how many bank architects would have thought 
of this delightful solution for maintaining relationship 
with his other branches? Most, if one may generalize 
from what one sees nearly everywhere, would no doubt 
have tried but would have given us as a result in such 
a street some pompous little columned building which 
might be a cinema or a free library. Mr. Francis Jones, 
however, accepts the shops and maintains the general 
scheme of his banks keeping the same refinement and 
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reserve—note the delicate cornice—and gives us this 
charming thing. 

When Mr. Francis Jones is reduced to a one-storey 
building he is still not beaten. He manages to give the 
same general character to this most difficult type of 
structure—difficult because the mass is too small for 
adequate expression and because of all the associated 
horrors a bungalow-type of structure always brings to 
the mind. Here the architect has very cleverly gained a 
little height and dignity by putting a parapet above his 
cornice. 

The Chorlton-cum-Hardy branch is another two- 
storied domestic-looking building at once refined in 
every detail yet broad, strong and simple. The in- 
habitants of Chorlton have only to compare it to the 
Victorian building just showing in the photograph to 
thank their stars for Mr. Jones and his work. The 
cousinship of this bank with the others illustrated must 
be clear to every passer-by. There can be hardly any 
need even for the good lettering in which the name is so 
modestly put. One notices, too, on this bank the shield 
of arms in bronze or cast iron very nicely placed between 
the two centre ground-floor windows and above another 
well-drawn tablet. One feels that a shield of arms is as 
eminently right for such gentlemanly buildings as these 
as it is eminently wrong for many. It is in this case a 
very pleasant addition to a very pleasant front. 

Lastly, I have selected a branch in a different type 
of town—Southport. Here Mr. Jones has departed from 
his quiet, brick Georgian convention, but he has not 
departed from his elegance. Lord Street, Southport, 
where this building is, is a wide, tree-lined boulevard full 
of strident shops and cinemas. A quiet, Georgian brick 
or even stone front might disappear altogether there. 
This temple-like porticoed building, with its big scale, 
can never be outbuilt, yet can never look vulgar. It may 
seem more like a temple to a strange god than a place 
of business, but America has taught us to connect classical 
motives, even in their purest state, with finance, and 
this is certainly a very pure and beautiful piece of classical 
composition. The discerning should be able to realize 
from the fineness of its lines that here is the country 
gentleman of the District Bank whom we have now 
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seen in several country and suburban districts come to 
town. For how fine yet simple and strong he can look 
when he reaches London and Cornhill under Mr. Francis 
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BRANCH AT SOUTHPORT, DISTRICT BANK LIMITED 


Jones’s direction must be deferred to another time, but 
let me say at once that even the magnificence of the 
City of London does not turn his sensible Lancashire | 
head. 








